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CHAPTER #4 
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“All information is imperfect. We have to treat it 
with humility." 
Jacob Bronowski, British Mathematician. 
1908 - 1974 
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Introduction & Foreword 


Over forty years ago, Dr. George Bloom, the late renowned real estate professor 
at Indiana University (Bloomington), developed a case study with me to be used in 
our seminar to train appraisers how to fill out a Single Family Residential Appraisal 
Report. 


Since then, thousands of appraisers have attended these seminars using some 
version of this case study. This course is based on the most up-to-date edition of the 
standard single family appraisal report form, the March 2005 revision of the Fannie 
Mae Uniform Residential Appraisal Report (URAR) (Form 1004). I have once again 
updated the information to reflect current values. 


community, neighborhood, and site. There is a location map showing the location of the 
subject and the comparable sales. All of the information needed to do a Cost Approach 
such as site values, reproduction costs of houses like the subject, and estimates of 
depreciation, is included. There is sufficient data about three comparable sales to 
facilitate the Sales Comparison Approach, and there is rental and sales information to 
make an Income Approach feasible as well. 


It is important to remember that there is no one "correct solution" to any appraisal 
problem. Equally well qualified appraisers using the same data will typically produce 
different acceptable solutions to the same appraisal problem. 


My son-in-law Jason Gaines reset this entire Case Study. My wife and technical 
editor, Ruth Lambert, proofread it for publication. I thank them both for their help 
and support. 


Henry S. Harrison 
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Appraisal Case Study 
Single Family House 


How to Fill Out a Residential 
Appraisal Report 


by Henry S. Harrison, MAI, SRPA, RM, ASA, IFAS, CSA, DREI 
315 Whitney Avenue, Neu Haven, Connecticut 06511 
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Census Map: 
‘Map Referenc: 
Assessor's Parcel No. 


4/25, this year 
(Date of Appraisal: March 1, this year) 


Buyer has applied for an 80%, 30 year; 
te mortgag 


rns A prais 
ESSER to Appraiser: 
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Prior Ownership History: Current Owner purchased 8 yrs ago for 
$102,000 


Intended Use: To evaluate the property for mortgage loan 


uM 
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Data Sources & Regional Data 


‘Data Source: Sales. UU Eo "Lake County MLS System (L month ago) 
Data Source: Offerings/ Listings LI Lake RUD. MLS a E uus ago) 
‘Data Sou ree: Interior of Subject — 5 ce 


Data Source: Gross Living Area 


records 


Greater metropolitan Chicago is the nation's third largest metropolitan area. It 
consists of eight counties located at the western foot of Lake Michigan. 


i Rasie economie sunnort is diversified Mannfachirins camnanies emnlov over one M 
million workers and produce a variety of durable goods, electrical and non-electrical 
machinery, fabricated and primary metals, together with printing, publishing, and 
food products. It is a major center for trade, commerce, services, finance, and Federal 
Government offices. 


Chicago is the railroad center of the nation. It is served by fifteen of the major 
railroads that operate one-half of the nation's railroad mileage. Over 12,000 trucks 
provide extensive services with daily schedules to 54,000 communities. Airlines handle 
about 40 million passengers annually and 15 percent of the nation's air cargo. Being 
the connecting link between the St. Lawrence Seaway and the Mississippi River, it has 
become a major seaport. 


The area population has grown from about 4.5 million people in 1940 to about 
ten million people today. The growth rate is close to the national average. Chicago's 
population has decreased while the growth has been in the suburbs. 


The strong economic base, good transportation facilities, and continued growth of 
the suburban population all are indications of a continuation of a strong demand for 
housing in the suburbs. This could have a positive effect upon house values in Lake 
View and the property being appraised. 
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Community Data 


Lake View, Illinois is a suburb located 20 miles northwest of Chicago, Illinois. It is 
the fifteenth stop along the northwest finger of communities paralleling the Chicago 
and Northwestern Railroad's right of way. 


The post-World War II expansion of Chicago northwestwards, as well as in several 
other directions, has had a direct affect on the growth of Lake View. 


The population was 4,000 in 1960, 10,000 in 1970, 20,000 in 1980 and is estimated 
to be 30,000 now. Housing starts, including multi-family dwellings, averaged 250 per 
year until recently. They have increased to about 300 units this year. 


The post office and local financial institutions are located near the village hall and 
across the street from local shopping. 


The central business district has adequate public parking and is about one mile to 
the east of the subject property. The commuter railroad station is on the east boundary 
of the subject neighborhood. 


The town is divided into six neighborhoods. The downtown neighborhood, which was 
developed primarily between World War 1 and World War II, has several medium-size 
department stores and a variety of specialty shops and other commercial buildings. 


So far, retail sales have remained at a high enough level to prevent any flight of 
merchants to the two community shopping centers. The Wal-Mart in an adjacent 
shopping center are located on the east side of town and the West Mall is on the west 
side of town. The two major employers and most of the other commercial activity also 
are located on the east side of town. 


The fire department operates on a volunteer basis. Its equipment and service are 
considered average. 


The town consists of 17.5 square miles of land which is used as follows: 


:" 1/2 sq. mile 


| ls ES miles A m 
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Utilities in the town are provided by a municipal water company, public gas company, 
several telephone companies, and a public electric company. Municipal water is drawn 
from the nearby lake. Water quality and supply are excellent. Their rates are typical ol | 
ihe region. All of the existing residences and the commercial aud industrial buildings 
are served by sanitary sewers. However, the pipes have not been extended to the 
undeveloped tracts. The treatment plant is now operating close to capacity. 


Lake View's economy is tied to metropolitan Chicago's economy because over 2,000 
commuters work in the city. The local economic base industries consist of the national 
fraternal organization. Other base industries are two food processing plants, a large 
printing plant, and a variety of other small manufacturing companies. There is a ratio 
of two workers in base employment to one worker in non-base employment. 


The school system has an average rating and physically is reported adequate to 

| serve the present and foreseeable needs of the community. The Lake View Elementary || 

School is one-quarter mile from the house being appraised, and the high school is one- 
half mile away. 


The public school system is about average for the region. Municipal government 
is stable. The police department is typical for this type of community but, like many 
others, it is unable to stop the steadily increasing crime rate. 


There are a variety of local and regional recreational facilities. There are eight houses 
of worship within the town's borders and many others in surrounding communities. 


The local government operates in the village hall. The administration is sensitive 
to the growing resistance of the local residents to any major residential construction 
which will overtax the capacity of the sewer treatment plant. There is little room left for 
much new commercial or industrial expansion. The two major employers seem to have 
stopped growing, at least temporarily. 


Demand for housing in Lake View should remain steady for the foreseeable future. 
The Chicago area continues to grow. Other competing suburban communities will have 
to be farther away. Lake View's appeal to commuters is expected to continue. 
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Neighborhood Data 


There are three residential neighborhoods. Southville was the first developed, and 
some of the housing stock is now substandard. Many of the homes are now being 
extensively renovated to prevent them from going into a state of decline. Wrightville is 
in the vicinity of the community railroad station. It was developed starting in the 1920's 
but primarily in the 1960's. Most of the houses are between 40 to 60 years old. 


Hoppiville is to the north and was developed after World War II. Most of the houses 
are well maintained. About 75 percent of its inhabitants live in single family, detached 
dwellings; the rest live in condominiums, rental apartment units, and town houses. This 
neighborhood still has several large tracts of land available for future development. 


The house being appraised is located in the Wrightville neighborhood. This 
neighborhood is about 95% percent built-up with single and multi-family residences. 
It is bordered on the north by the railroad tracks, on the south by Mapleton Street, on 
the east by Halsted Avenue, and on the west by Stevenson Road. 


In Wrightville; about 50% of the houses are single family, 6% two- to four-family 
and 6% apartments. About 5% of the land along the railroad right of way is industrial. 
Houses near the railroad station and industrial area are selling for 5% less than houses 
in the other part of the neighborhood. A few of the houses have medical and other 
offices in them. There also are a variety of other commercial uses together using 13% 
of the land in the neighborhood. | 


There are about 10 acres of usable vacant land zoned for single family use with a 
minimum lot size of 20,000 sq. ft. The remainder of the vacant land is about 15 percent, 
most of which is parks. Recently, a developer filed a five-acre subdivision plan. No 
hearing has been set by the Planning and Zoning Commission yet. 


In the late 1960's a subdivision known as Stuart Acres was developed. The developer 
also bought some vacant lots at the same time nearby in the undeveloped part of Stuart 
Acres. He built 254 single family residences, and many are similar to the house being 
appraised. Most have seven rooms and two bathrooms and contain a living room, dining 
room, kitchen, four bedrooms, recreation room, and a two-car attached garage. 


The range of typical incomes in Wrightvlllle is between $50,000 and $80,000. The 
typical resident of the neighborhood is a young family occupying their first home. It is 
a stepping stone neighborhood; many families remain only a few years and then move 
up to larger and more expensive homes. Most of the houses are well maintained. 
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In the 1960's, the average sale price of a single family house was $20,000 to $25,000. 
By 1970, the average had increased to $35,000 to $40,000. In 1980 it was between | 


$50,000 and $60,000. Today, a typical house selis for about $190,000. The range is | 
from $120,000 to $250,000. On the date of the appraisal, there were 10 comparable 
properties currently offered for sale in the subject neighborhood ranging in price from 


$130,00 to $225,000. 


There are now, as there has been for the past year, about ten houses for sale in the 
Wrightville neighborhood, ranging in asking price from $130,000 to $225,000. Houses 
are selling at the rate of about 4 per month with a typical marketing time of 3 months. 
Within the year, there have been 25 comparable sales in the neighborhood ranging in 
price from $145,000 to $199,000. 


| | When owners try to sell their houses themselves. it usually takes about six months, Il 
Some agents average about the same. However, a recent study done by thelocal Multiple 
Listing Service system showed that bouses which were listed within 10 percent of the 
ultimate selling price usually sold within three months. 


About 9096 of the homes in Wrightville are owner-occupied. 
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Data Collected for Marketing Time Study 


$151,000 


$155,000 5 
| 6 — |$185000 
| 7 |$190000 —  |$180,000 


$ 
160,000 $151,000 
$ 


$199,000 186,000 


146,500 


| 12 [$184,000 $174,000 


$164,500 $161,000 03 
$174,500 $152,000 45 


$184,000 $181,250 


0 
1 
2 
3 
4 
3 
6 
7 
8 
9 
0 


7 
9 
1 
I 
1 
1 
1 
1 
154,900 151,300 


$185,000 


199,000 $185,999 5 


Ayerage (Mean) Number of days to sell = total days + ___sales = 
days 


Note: To be included in the average the house had to sell within 10% of its listing price. This is a per- 
centage of used to eliminate from the sample houses that had excessive marketing time because they 
were listed too high. Some of the sales in this sample did not meet this test, 
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Planned Unit Development 
The property that is the subject of this case study and suggested solution is located 


| x 201g UY. loczcin 0$ OU o E A urls EEA AW —£ LE oc A PES ex PRES ten thn cA 
j MA ck cda cu ULLAL AJCVUCIU LLL, fb UL LIAC CUI Pal GOLT CIC IDU IULCGLUCLL Lid Lik DEP | 
Pups similar to the one in which the enhierct property is located, There is no evidence 


does DA LAA C GLA A AULAS RAK PALA MAA IA PN Ma ty AM AN ORR CN AME a nata N. 


to indicate there is any adjustment needed to reflect a difference in value depending 
upon which PUD the homes were located in. The following is the information needed to 
complete the PUD section of the URAR 


Name of PUD: Wrightville Acres 

Legal Name of Project: Wrightville Acres PUD, Inc. 
Total Number of Phases: 1 

Total Number of Units: 36 

Total Number of Units Sold: 36 

Developer no longer in control of HOA 

Total Number of Units Rented: 2 (by private owners) 
Source of Data: Adam L. Clark, Pres. HUA 


Project was created by the construction of 36 detached houses, each on an individual 
lot. There were no multiple dwellings in the project. All of the common elements are 
complete, includinga small park with swings and a sandbox, bike paths, an entrance sign, 
and entrance lights. None of the common elements are leased from the developer. 
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Sales Contract 


seva Approved Standard Agreement Form REACIORS 


; ; AOREEMENE 
Chis Agree ment yo bug and ta vH sed proprety ix unis hueezi 


ROSOKFELER (3: Mae B. Zeller 

ADDRESS: 120 Cedar Road, Lake View, IL 

RUVER (sy Will N, Buyer : 

AUDDRENS; 23 Oak Park Road, Oakville, IL 

PURCHASE ruca ^ $183,750 
Capable us Mille 
ss Hy Pega] Deposit abhesbted Renoir 1 
Wy By Addiligrat Deposit dag upon Seter S ice pec 310,000 
e. Hy Additional Peon due upon ^ MN el (esc cole 5, 750 
d. By Pebteedi ot Ehie Pony Fleancing 7,000. 
a By Propesde sf Sete Fisoachag DM Ha 00 
Fo Babies diet ai clinirig : ; - 

- POTAL (MUST EQUAL PURCHASE PIO n. Le ^ $183,750 


HPAL CRUDE EY: 120 Cedar Road 


A Front abt ey dara Raed of Na e 
ke fare m Lake View, IL a A ur tist 
o genial ael de AH La i Has 


SERNA LD PROPERTY, HE ANY TO SE PSCEGDEDI Arat. 


vun v FARE y FINANC ING CONTINGENCY 
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to pirol intera ir EUN: ber ana FT dne 
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& bg teat fig corola. 30 dep 
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TOO SELLER SEN ANGI NG: 
& Amm Sos ise 
blues Sane. o "TT 
to [sine — Sore o pis 
4 Pess Dow, 
so SELLER ui gara BOYER: 
suda withüp ed is mU 
(H 72, 76, 76, Id itd Tg api corapleted; iom YU sn the revers tide is mam abra y Mide à patri o] ire Agreement} 
$ PHYNICAL INSPECTION CONTINGENCY: 
wo Depdreaion poten alter comma F 10. oca dapa 
ho Netifisetion pailgi ster insonon jetiad i Bu o Máy 
HESS and Eb ete componi, eon Fes the ewes sete oc poronpesaliy madea pan ot vhis Agaitik} 
? (LONING DATED 3 NHNEEE nw 200 
: EST TET 
i HIR É SEAHCIE Bs cuo « q Pexamntallon pef dile acd Conil. of Vite calle the << moni 
«he BUYER 
Ho TAN ADJUSTMENT: We Slide: ho pis tube the fa re a Hier sies ef bat Thi cetpuiteust valle bd 
pon “ihe seiors Heved sra ancha. 
HE UNLESS DELETED, THE FOLLOWING PARAGRKAPHSUN THE HEVERSE SIDE ARE HEREBY MADE 
A FART OS TIAS AGREEMENTI A B, C, D, E, E, J, K, 1, M, NO, P 
13 MISTING BRORERE El portent le. Kenr.. ERSTAT Coe.. 
14 COUFERATING BROKER, IF ANY Coase Fake SL TEO 


PR TIME TR ACCERTs The SPELER bine a PEU fiieassing ig che date set feath in is 
lo meee pd tite Agreement 
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Utilities: 


Legal description: 


Easements: 


Single family. Howse conforms to zoning with reference 
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Site Data 


to size, setback requirements, yard lines, etc. The 
site is located within Mie Wrightville Acres PUD (see 


Municipal y ga - mone ag 

Municipal water - good 

Public electricity - good (overhead wires) 
Public storm sewers - good 

Several Telephone Co.. - good (overhead wires) 
Street lights - good (overhead wires) 
Municipal sanitary sewers - good 


| Payed with asp 
See died 10 f r details | 


West 115 com by Cedar € North 100 feet by 
Gladville Avenue; south 100 feet by land owned by 


Typical utility easemerits for electricity, sewer, and 
telephone do not effect value. None effect the value 
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Site Valuation 


A recent study made by the Lake View assessor showed that in Lake View, the 
average ratio between the value of the site to the total value of a property improved with 
a single family dwelling is 33 percent site and 67 percent improvements. 


Recently, there was a lot sold on Jefferson Street, corner of McKinley Street. This is 
about 3/4 miles south of the subject property. It was 100 feet by 120 feet. It was the 
last lot on the street. Most of the houses around it were about 40 years old. It sold for 
$62,500. 

Last year, a 10-acre tract of land on the corner of Elm Street and Seventh Avenue 
was sold to a developer. It was subdivided into a PUD containing 33 lots. Most of 
the lots were .25 acre. The developer built houses that sold for an average price of 
$187,500. Some individual lots were sold for $50,000 to $60,000. 

In making your site value estimate, you should consider the following: 

1. The Assessor's typical ratio is for the whole community. 


2. "Last" lots in an improved neighborhood usually sell for a premium which 
disappears when the lot is improved. 


3. Jefferson Street is about 1 mile south of the railroad station. 


4. The lots in the subdivision the builder sold off had no landscaping. 
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House Plan Sketch 


Garage 


Open Porch 


Y 


L 
cL : 
Family Room Bedroom a Bedroom 


Kitchen 


Garage 


Dining Room Living Room Foyer Bathroom 


Entry 


Master Bedroom 
F3 Master Bath 
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Description of the Improvements 
ense, Description /Material " ERA 
Type: mu c v um One story, detached, crawl Space. CN US AV 
Age: Actual 40 years 
A LO S 


Average — 


Average 


Average 


Bathrooms: Syphon jet toilets, 5 ft. cast iron tubs, ceramic Average 
tile wainscot around tub and shower area. 
Walls painted or wallpapered Average 
Ceramic tile floor Average 
Sink recessed into ormdica vd vanity, Averai À 


Built-in pn (ee e a 
d Built in exhaust fan Quinn p 


: * The domestic: em hot water system cost $6, 000 to install one year ago. Now it costs 
$7,000. Houses in nearby developments sell for $5,000 more with similar one year old 
domestic hot water systems and $5,600 more with similar new domestic hot water systems. 


4.18 Case Study Data Residential Report Writing and Case Studies 


Condition i 
Average | 


AY cot 
ANULLC 


Insulation: Batts over ceilings and in walls. None under floors. Average 
der-determined 


open with 
Average for this market 


Average 
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Location Map 
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Community Map 


pa : "hes A Ñ 
mas] nd jene a ti Ty di Å 
f cry mise yi: fi ij, p 
i tenir vies. * 


T ps 


Lake View, | 
Illinois 


Street Map 
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Cost Approach 
REPRODUCTION COST 


The reproduction cost of the house was obtained by using a national cost service. 
Information about the subject house was input into an office computer using the Sheriff 
and Slow software, The cost calculations were printed on our printer as shown below: 


City, State, Zip: Lake View, IL 60611 
Surveyed by: Henry S. Harrison 
Date of Survey: March 12, 20 __ 


Single Family Residence Floor Area: 2,012 square feet 
Effective Age: 30 years Quality: Average 
Actual Age: 40 years Condition: Average 


Style: One Story 

Heating & Cooling: Baseboard, Hot Water 
Exterior Wall: Face Brick 

Roofing: Composition Shingle 

Floor Structure: Wood Sub floor 

Floor Cover: Standard Allowance 
Plumbing: Standard Allowance 
Appliances: Standard Allowance 

Other Features: Single Fireplace 


Garage: 
. Attached Garage 


Land 
Site Improvements — 


Mota o 
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The dwelling cost per square foot is obtained from a national cost report as follows: 


Units Cost Total 


Basic Structure Cost 2,012 $106.70 $214,680 


The lump sum costs for the solar domestic hot water heater are taken directly from thé 
cost report: 


Solar domestic bot water heater: $7,000 lump sum 


The square foot costs for the open porch and garage is taken directly from the cost 
report. 


Open Porch: $26.88 per sq. ft. porch area 
Garage: $32.30 per sq. ft. garage area 


It is nearly impossible, except in some new homes, to estimate the reproduction 
cost of site improvements (driveway, landscaping, etc.). The figure in the cost report 
represents the appraiser's estimate of the site improvements' contribution to the value 
of the property. It therefore should not be any further depreciated, 


Site Improvements: $11,000 lump sum 


Residential Report Writing and Case Studies . Case Study Dota 4-23 


DEPRECIATION 


Physical Incurable (based on the age life method): 


Typical Economic Life: 75 years 30 = 4096 depreciated 
75 
Effective age: 30 years 


Physical-Curable: None 
Functional-Curable: None 
Functional-Iucurable: 
Crawl space (no basement): $9,000 
Lack of storage: $5,000 
No eating in kitchen: $5,000 
Solar hot water heater: $2,000 
Total Functional-Incurable $21,000 


External obsolescence: $12,095 (596) 


Remarks: Garages, fireplaces and porches add approximately their depreciated 
(physical deterioration) value to properties in this neighborhood. 


. Note: The estimated Remaining Economic Life is 45+ years. 
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Sales ud uico $c —  Gomperable Sale No. 1 


Date of sale: i | Contract: January Sth this year | 
Closed: February 3rd this year - | || 


Frame construction, brick veneer exterior 
walls, plaster interior walls, no porch. Short 
orage, no bsmt (crawl space), no attic. 


cuit break rs, BX. ‘cable - : 


Gas, hot water furnace, 50-gallon gas 
domestic hot water tank 


Location: One block from subject. Same external 
obsolescence as subject from railroad station 
and industrial area. 


$1,400 per month, no lease, unfurnished, 
Quo culties meded 


PUD, Level, good drainage. Size 100' x 115' 


Previous sale (MLS): $173,000 six months ago. Seller moved out 
of state to obtain a new job. 
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Sales Comparison Approach — Comparable Sale No. 2 


‘Date of sale: 


Sale price: 
G 


Air conditioning: 


Frame construction, brick veneer exterior 

walls, plaster interior walls, no porch. Short 

of storage, no bsmt (crawl space), no attic. 
0 d 


Gas, hot water fürnace; 
domestic hot water tank 


50-gallon 7 gas-fired 


Half block west of subject. Same external 
obsolescence as subject from railroad station 


PUD, Level, goo 


Previous sales: E dide None in past year 
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Sales Comparison Approach — Comparable Sale No. 3 


Tate of sale: Contract: December 19th foe vear 


Closed: January 7th this aud | 


Sale price: — $194 ,000 


Air conditioning: — 2 window units 


General description: Frame construction, brick veneer exterior 
walls, plaster interior walls, 144 sq. ft. open 
porch. Short of storage, no bsmt (crawl 
space) 


Gas, hot water furnace, 50-gallon solar 
domestic hot water tank about 1 year old : 


Location: o B | 3/4 mile south of the subject. No external 
obsolescence. 


$1. 800 per medh at e of sale. No lease, 
ER no utilities included | 


Previous sales: None ti past j year 
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Sales Comparison Approach — Basis of Adjustments 


Gross Living Area 
The assessor's ratio of site to improvements is 33% site and 7796 improvements. 
The average sale price of the three comparable sales is $181,667, 


The average value of the improvements of the three comparable sales is 7796 
of their average value (181,667 x 7796) - $139,884. 


The average size of the three comparable sale is 1,945 +2,084 42023 = 6,052 * 3 = 
2,017 sq. ft. average gross living area. 


The average value of the improvements per sq. ft. gross living area ($139,884 + 
2,017 = $69.35 rounded to $70. per sq. ft. gross living area. 


$70. per sq. ft. gross living area is used at the size adjustment. 

Domestic Solar Hot Water Heater 

The estimated value of the domestic solar hot water system is estimated to be 
$7,000 cost less $2,000 estimated depreciation equals $5,000 which was confirmed 
by a local builder to be the estimated value an almost domestic solar hot water sys- 
tem adds the value a property in this market area. 

Gross Porch and Fireplace 

The porch was estimated to contribute $2,000 value to a house. 

The fireplace was estimated to contribute $4,000 value to a house. 


These estimates were based on the opinions of Realtors in the market area. 
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income Approach — GMRM 


of other houses in the neighborhood similar to the house | 


em 
Cu IO 


being appraised except as no 
Rental No. 1: Rented one year ago on a two-year lease for $1,500 per month. 
Rental No. 2: Recently rented for 81,250 per month for two months. Tenant 


cared for owners' cats while they were on a trip around the world. 


Rental No. 3: Recently rented for $1,750 per month for two years. Tenant has 
an option to purchase the house at the end of this time. 


| Four other houses in the neighborhood recently sold which were rented at the time || 
of the sale. They were similar to the house being appraised and there were no special 
conditions affecting the rentals. | 


Rental/Sale No. 1: Recently was rented and then sold. Rent was $1,390 
per month. Selling price was $169,850. GMRM: 122 


Rental/Sale No. 2: Was rented for $1,450 per month on a two-year lease, begun 
two years ago with an option. At the end of the lease, two 
months ago, the tenant purchased the house for $175,000. 
GMRM: 121 


Rental/Sale No. 3: Was rented two years ago for $1,395 per month on a 
three-year lease. Recently it was sold (not to the 
tenant) for $170,000. GMRM: 122 


Rental/Sale No. 4: Was rented three months ago on a month-to-month basis 


for $1,500 per month. The house sold one month ago 
for $184,500. GMRM: 123 


CHAPTER #5 


Guidelines 
Instructions 
Case Studies 


*Although the extent of the appraisal process 
is reflected in the appraisal report forms, the 
forms are not designed or intended to limit the 
appraisal process." 


Pamela S. Johnson, Senior Vice President, Fannie Mae 


Introduction 


This chapter is intended to give the student an opportunity to take an in-depth look at the 
URAR form, together with the Fannie Mae Guidelines on how to fill it out. 


In addition to the Fannie Mae Guidelines, there are many "Authors Comments" that apply 
to each section of the form. These comments try to answer many of the questions asked of 
the Henry Harrison on his "Ask Henry Harrison" website (www.askhenryharrison.com) and 
questions he received as a result of his publication Harrison's Illustrated Guide: How to Make a 
single family appraisal on the Uniform Residential Appraisal Report Fannie Mae 1004-Freddie 
Mac 70 (URAR). Most of the material in this chapter is taken from the revised 2005 edition of 
this book. 


The "Author's Comments" are his own. There are also some "Pitfalls" that highlight problems 
that other appraisers have encountered. 


This chapter is organized to follow the URAR line by line. Ideally, a student would use the 
data in Chapter £4 to complete the whole URAR. Since this is often not practical in the time 
available in a classroom setting, we have selected portions of the URAR to be completed (Case 
Studies #1 through #6). At the end of this book (Chapter #7) there is a suggested solution to the 
whole URAR based on the data in Chapter 44, which also includes the suggested solutions to 
the six case studies. 
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‘Purpose of the Appraisal & Subject Property 


Uniform Residential Anpraisal Report Pe 
| | y: purpose of ihe summary anpraical repartia lo prole the lendeselient yh en ancutate, and ede aly exported, nc ; Siectpeperly, | | 
Paoperty aides ae : m State Zip GOs 
Fesregse Danes cf Publi Reucedi Couvy ee ooe EC 
"p Ss CRGA PE AMORE RNA 2 pnta "^ Mitten 
EE 'oaessorb Parcel & . Tex Year RE. Taxes $ 


ai. 


SUBJECT 
Type of Report - Purpose of the Appraisal 


Author's Comments: This statement, printed on the first page at the top of the report, makes 
it difficult (if not impossible) to use the form for any other purpose. However, some appraisers 
do use it for other purposes. It requires that they carefully go through the form and cross out 
anything that conflicts with their intended use of the form and then add anything additional 
that is needed. 


This statement satisfies the requirements of the USPAP STANDARD 1 (Introduction), and 
Standards Rule 2-2. 


Identify the Property 


Author's Comments: Often, the required data does not completely and unambiguously identify 
the subject property. If that is the case, then further information, such as additional unit letters 
or numbers, should be included bere or in an addendum. A legal description may also be used to 
better identify the subject. This legal description of the subject must be obtained from the mort- 
gage. deed or other land record sources in the community. This information may be attached as 
an addendum if the space provided is insufficient. 


Fannie Mae and Freddie Mae have placed new emphasis on the correct identification of the 


neighborhood and/or project. In addition to the neighborhood name, it is now also required that 
the appraiser either describe all the boundaries of the neighborhood and/or project or indicate 
them on a neighborhood/project map that is part of the addenda of the report. It is good practice 
to show subdivision map numbers or any other available map number that will make a more 
positive identification of the property. 


A complete census tract designation has two to six digits. The first 4 indicate the Census Tract. 
When the tract number is less than 4 digits, (e.g. 22), add zeros (example 0022). Sometimes there 
are two more numbers called the Census Tract suffix (example 1426.02). This information is 
provided by the U.S. Bureau of the Census. 
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‘Subject Property (Cont'd) 


Borrower - Owner of Public Record 


Author's Comments: Often the Borrower is the Buyer or the current owner who is refinancing, 
However, there are exceptions. To be 100% safe, you should not guess. The best source of this 
information is your client (who is often the lender) who will make the mortgage loan. 


Tax Year — R.E. Taxes 


Author's Comments: The total of all current year real estate taxes is shown in the R.E. Taxes 
$ blank, whenever this information is available. When current tax data is not available, space 
is provided to indicate for which Tax Year the reported information applies. Sometimes a prop- 
erty is subject to more than one property tax (i.e., school district tax, fire district tax, etc). The 
total of all such taxes should be indicated. 


The appraiser should consider whether the taxes on the subject property are comparable to 
the taxes on similar properties in this market. Excessive taxes may negatively affect the val- 
ue of the property. When the appraiser concludes that the taxes on the subject property are 
excessive as compared to similar properties, this must be reported and analyzed on either a 
comments line or in the addenda. 


Occupant 


Author's Comments: Fannie Mae and Freddie Mac now require appraisers to indicate when 
a property is vacant at the time of the inspection. If a vacant property does not appear to be 
properly closed up and protected, this should be noted. 


Fannie Mae  . 


Districts 
Special assessment districts (which may also be called special tax districts or municipal utility districts) provide a 
specific service to homeowners living in a designated area. They are most often established to provide water or other 
utilities in areas that are not served by existing city or municipal utility services. The need for these districts arises 
when an existing utility service does not have sufficient capacity (or may not find it economically feasible) to provide 
services for newly created subdivisions that are located beyond its current operating area. State law governing the 
establishment of special assessment districts varies greatly, as does the financial strength of the individual districts. 
The districts are granted the authority to assess owners of properties within their boundaries for funds that will be 
used to cover their operating costs and debt service. 


Special assessment districts that are established to serve newly developing subdivisions with utilities often base 
their financial plans (and the amount of the assessment charged to each property owner) on the expected number 
of properties in the area to be served. The district then depends on the continuation of development to maintain 
its budget expectations. If, for any reason, development stops short of the degree of development that the district 
anticipated in preparing its budget, the district can become financially distressed and may need to impose an 
additional assessment on the existing homeowners. 


When the property being appraised is located in a special assessment district, the lender should request the appraiser 
to report on any special assessments that affect the property. If the special assessment district is experiencing 
financial difficulty and that difficulty has an effect on the value or marketability of the subject property, the appraiser 
must reflect that in his or her analysis and note it in the appraisal report. To assure that the reaction of the market 
to the potential liabilities that may arise within a financially troubled special assessment district is reflected in his or 
her analysis, the appraiser should consider current and expired listings of properties for sale within the district and 
any pending contract sales and recent closed sales within the district. There may be some instances in which the 
financial difficulty of a special assessment district is so severe that its actual effect on the value and marketability of 
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Subject Property (Cont'd) 


a property is not measurable because there is no comparable market data available to enable the appraiser to arrive 

at a reliable opinion of market value. When this is the case, a mortgage secured by a property in that district will not 

be eligible for delivery to us — at least until such time as an active market develops that will enable the appraiser to 
| demonsirate ine value and markeiabliity of ihe subject properly. 


Fannie Mae June 30, 2002 Part XI Section 310.02 Community Facilities Districts 
Some jurisdictlons have passed legislation that creates community facilities districts and permits them to levy a 
special tax to fund the capital costs of a wide variety of public improvements, as well as the on-going operation and 
maintenance costs of a limited number of public services. Proceeds of the special tax are used to support the sale of 
tax-exempt bonds for the various capital improvements — roads, sewer services, schools, police and fire protection 
services, and libraries — that are allowed under the legislation. 


The assessment that will be used to repay the tax-exempt bonds becomes an ongoing responsibility of the property 
owner (similar to state and local property taxes). The assessment lien (and the obligation to pay the assessment) 
passes with the title to the property when ownership of the property is transferred. The term of the assessment 
obligation can be quite lengthy (up to 40 years ~ unless the assessment is prepaid). In some cases in California, 
prepayment estimates can range from $20,000 to $40,000 for a single-family property depending on the extent of 
the improvements that were financed, the size of the dwelling, and the year it was purchased. 


Such legislation generally requires full disclosure of the special assessment to any purchaser of a property located 
in a community facilities district. Therefore, a lender originating mortgages in community facilities districts should 
disclose to the appraiser any information that it becomes aware of regarding special assessments on a given 
property. The lender also should caution its appraisers in general about the need to be aware of whether or not 
the subject property and the comparable sales are located within (or affected by) a community facilities district, 
since properties subject to an assessment by one of these districts often compete against properties that are either 
subject to a significantly different special assessment or to no assessment at all. The appraiser must consider the 
reaction of the market (if any) to the assessment for the applicable community facilities district in his or her analysis 
by analyzing similarly affected comparable sales, and he or she should note the effects of the assessment in the 
appraisal report. 


Author's Comments: The Special Assessment $ line is for reporting special assessments such 
as sewer assessments. Enter "none" if there aren't any. Do not confuse association fees with 
special assessments. Report association fees on the HOA $ 


PUD 


Author's Comments: The URAR is used for some PUD appraisals. The URAR is not approved 
for Condominium or Cooperative appraisals. 


When the subject property includes ownership of sorne common property which is maintained 
by a Home Owners' Association (HOA), the monthly or annual association dues are reported in 
the HOA $ space. The appropriate box is checked to indicate whether it is a monthly or 
annual charge. 


Property Rights Appraised 


Fannie Mae — June 30,2002  PartXiSection3t0 Special Appraisal Considerations 
Units in PUD Projects 

A planned unit development (PUD) is a project or subdivision that consists of common property and improvements 
that are owned and maintained by an owners' association for the benefit and use of the individual units within the 
project. For a project to qualify as a PUD, the owners’ association must require automatic, nonseverable membership 
for each individual unit owner, and provide for mandatory assessments. Zoning should not be the basis for classifying 
a project as a PUD. 
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jT Subject Property (Cont'd) 


The appraisal of an individual unit in a PUD requires the appraiser to analyze the PUD project as well as the individual 
unit. The appraiser must pay special attention to the location of the individual unit within the project, the project's 
amenities, and the amount and purpose of the owners' association assessment since the marketability and value of 
ihe individual units in a project generally depend on the marketability and appeal of the project itself. 


Fannie Mae June 30, 2002 Part XI Chapter 4, Section 401 The Subject Property 

The appraiser must identify the property rights to be appraised as "fee simple” or “leasehold.” in addition, the 
appraiser must indicate whether the subject property is located in a PUD or condominium project, if the appraisal for 
a PUD or condominium unit is documented on the Uniform Residential Appraisal Report (Form 1004) or the appraisal 
for a PUD unit is documented on the Small Residential Property Appraisal Report (Form 1025). 


S i 
Property Rights Appraised (de minimis PUD & PUD) 

«Delete the obsolete reference to de minimis PUD (Note: We eliminated the concept of de minimis PUD when we 
redefined planned unit developments in 1989.) If the appraiser indicates that the subject property is located in a PUD, 
we require information about the unit's owners' association fees in this section and specific information about the 
project in the new PUD section." 


Fannie Mae June 30, 2002 PartXlSection 311 ^ Special Appraisal Considerations 
erti to Lea 


When a mortgage is secured by a leasehold estate (or is subject to the payment of "ground rent"), the borrower 
has the right to use and occupy the real property under the provisions of a lease agreement (or ground lease) for a 
stipulated period of time, as long as the conditions of the lease are met. (When the lease holder is a community land 
trust, there may be significant restrictions on both the purchase and resale of the property; therefore, we provide 
more detailed guidance on appraising this type of leasehold estate in Section 31 2.) The valuation of a property that 
is subject to a leasehold interest may require a complex analysis, so an appraiser should develop (and attach as an 
addendum to the appraisal report form) a thorough, clear, and detailed narrative that identifles the terms, restrictions, 
and conditions of the lease agreement or ground lease and discusses what effect, if any, they have on the value and 
marketability of the subject property. 


In developing the sales comparison approach to value, the appraiser generally should use as comparable sales 
propertles that have similar leasehold interests. When there are a sufficient number of closed comparable sales 
of properties with similar leasehold interests available, the appraiser should use them in its analysis of the market 
value of the leasehold estate for the subject property and report them in the “sales comparison approach” grid on the 
applicable appraisal report form. However, if not enough comparable sales with the same lease terms and restrictions 
are available, the appraiser may use sales of similar properties with different lease terms or, if necessary, sales of 
similar properties that were appraised as fee simple estates — as long as he or she explains why the use of these 
sales is appropriate. In such cases, the appraiser must make an appropriate adjustment on the "sales comparison 
approach" grid to reflect the market reaction to the different lease terms or property rights appraised. 


Author's Comments: A De Minimis PUD is fee simple ownership of a home with a partial inter- 
est in nearby property that is owned together with neighbors. Often the shared property is open 
space or recreational land. However, to be classified as De Minimis (a Latin phrase meaning "of 
little or no importance"), the joint property must contribute little additional value to the primary 
residence. The homeowners’ association should be loosely constituted and should not have the 
right to force an owner to pay dues by using special lien-placing rights. When a property is a De 
Minimis PUD, it should be reported in the comments or addenda. Fannie Mae and Freddie Mac 
do not consider a De Minimis PUD to be a PUD. 


In contrast, a regular PUD (the only PUD recognized by Fannie Mae and Freddie Mac) is usu- 
ally created by formal documents filed in the land records. Common property does contribute 
additional value, because it is usually a recreational facility or a large tract of vacant land. The 
homeowners' association is formally constituted with duly elected officers and directors, charges 
significant dues, and has the right to place liens or restrict the common property use of owners 
who do not pay the assessed dues. 
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Subject Property (Cont'd) 


Type of Transaction 


Author's Comments:? It is incumbent upon the appraiser to determine what type of transaction 
is the basis of the assignment. A sale of tbe property being financed by a new mortgage is indi- 
cated by checking the box next to "Purchase Transaction." Refinancing of the property by the 
current owner is indicated by checking the "Refinance Transaction" box. The "Other (describe) 
box is used for unusual transactions where the Lender/Client is usually not a traditional lend- 
ing institution. The appraiser must be careful to amend the wording of the URAR to cover these 
situations. 


Lender/Client 


2008-2009 USPAP STANDARD RULE 1-2 (a) “Identify the client and other intended users” 
2008-2009 USPAP STATEMENT 9... Identi i e Cli r d Users 


“In order to properly define the problem under study and to understand his or her responsibilities in an 
assignment, an appraiser must identify the client and other intended users. This is accomplished by com- 
munication with the client prior to accepting the assignment." 


“Neither the client nor the appraiser is obligated to identify an intended user by name. If identification by 
name is not appropriate or practical, an appralser's client and appraiser may identify an intended user by 
type." 


"Except when specifically requested not to do so as part of the agreement with the client, an appraiser 
must disclose the identity of the client and any other intended users In an appraisal." 


“if the client's identity is omitted from an appraisal report, the appraiser must (1) identify the client in the 
work file, and (2) provide a notice in the appraisal report that the identity of the client has been omitted in 
accordance with the client's request and that the report is intended only for use by the client and any other 
intended users." 


Author's Comments:: The URAR requires that the user(s) of the report be identified. When 
the Lender/Client is the user (as they almost always will be), this can be indicated by filling in 
his or her name on this line. When the appraisal is for mortgage lending purposes, the Lender's 
name and address is entered on this line. 


Unless otherwise indicated, it is assumed that the lender is also the client. When the client 
is not the lender, the client's name should also be indicated. If the client is the owner, it is how 
sufficient to state "Client is the Owner and User." If the lender is also going to be a user, that too 
must be stated somewhere. 


When the Borrower is also a user, that must be stated (usually on the line that contains the 
name and address of the Borrower). It 1s required that appraisers indicate the name(s) of all 
of the following somewhere in the SUBJECT section or in the addendum: Owner, Occupant, 
Lender, Client, Borrower. Indicate which of these are Users of the report. These may be five 
different people, but often one person has more than one role, 


* Uniform Standards of Professional Appraisal Practice, The Appraisal Foundation, Washington, DC, 2008-2009 Edition 
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Subject Property (Cont'd) 


History of Property Being Offered for Sale 


Fannie Mae — 1 Announcement05-02 . — — Overview of Key Modifications 
Direct questions have been added to the report forms that require the appraiser to report his or her analysis and 
conclusions on key areas in a clear and succinct yes/no format to address whether: 


+ the subject property is currently offered for sale or if it was offered for sale in the twelve months prior to 
the effective date of the appraisal. 


Data Sources Used, Offering Price(s), and Date(s) 


Author's Comments: Whenever possible, the current owner aud/or seller should be inter- 
viewed and asked for a 12 month listing and 3 year sale history. MLS data is also useful, but it 
will not include offerings made by the owner without the use of a real estate agent. 
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Case Study n: Subject Property - 
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Assignment: Using the data in the Case Study Data in Chapter 24, complete the 
Subject Section of the URAR. 
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Contract 


| L did [ | did not analyze the contract for sale for the subject purchase transaction. Explain the tesulls of the analysis of the confraci for sale or why the analysis was not 


CONTRACT 


Analysis of Subject Contract for Sale 


Author's Comments: In order to be considered a valid Contract for Sale, it must be signed by 
both the Buyer(s) and Seller(s). 


If the appraiser did not analyze the Contract for Sale, the most common reason is that he or 
she was unable to obtain a copy of it and has reported the steps taken to obtain it. Though it is 
not required, it is a good idea to obtain written authorization from the Lender/Client to proceed 
without the Contract for Sale, in order to avoid having to redo the appraisal (without being paid) 
when, at a later date, a Contract for Sale is obtained and provided. This happens often. 


The purpose of the analysis of the Contract for Sale is to determine if the reported sales price 
reflects the true value of the real estate being sold. 


The following are some of the things that may cause the price reported on the Contract for Sale 
not to be the market value of the real estate: | 


* Parties to the sale are related to each other. 
Personal property is included in the sale. 
Occupancy by the Seller continues after the closing. 
Occupancy by the Buyer starts before the closing date. 
Time between the signing of the Contract for Sale and the closing date is 
unusually long or short. 
Mortgage points are paid by the Seller. 
An interest rate buy down exists. 
Commission is paid by Buyer. 
Financing is by a purchase money mortgage. 
Sale is conditional upon non-traditional financing. 
Sale is conditional upon Seller making repairs or alterations. 


It is unlikely that the one line provided on the form will be adequate for this analysis. It is best 
to use the line to indicate where in the report the analysis can be found. 


Contract Price $ - Date of Contract 


Author's Comments: When the analysis of the Contract for Sale indicates that the reported 
Contract Price does not reflect only the value of the real estate (but that it also includes other 
considerations), the blank line in this section should report this and indicate where in the ap- 
praísal the analysis of the Contract for Sale can be found. 
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Contract (Cont'd) 


The Date of Contract is the final date on which both the Buyer(s) and Seller(s) sign the contract, 


unless the Contract for Sale indicates another effective date. 


| Is the property seller the owner of public record? - Data Source 


Author's Comments:: This is a very specific question that requires some research to answer. It 
is asked because Fannie Mae and Freddie Mac are concerned about property "flipping," and they 
want the appraiser to help them identify those situations. 


The best way to obtain this information is to examine a copy of the deed and compare the Own- 
er's name on the deed with the Seller's name on the Contract for Sale. 


When the deed is not available, alternate sources of information must be used. The easiest 
ones are asking the Seller(s), real estate agent(s), or attorney(s). If any of them indicate that the 
Seller(s) are not the Owner(s), the problem is solved. 


When you are in a situation where you suspect flipping, you may wish to investigate further as 
a service to your Lender/Client and Fannie Mae/Freddie Mac. 


Financial assistance paid by anyone on behalf of the borrower? 


USPAP 2008-2009 Rule 1-5 "In developing a real property appraisal, when the value opinion to be developed 
is market value, an appraiser must, if such information is available to the appraiser in the normal course 
of business: analyze all agreements of sale, options, or listings of the subject property current as of the 
effective date of the appraisal.” 


Fannie Mae —  dune30,2002 Ss Part XI Chapter2 — Appraisal (or Property Inspection) 
cumentat 

The lender must disclose to the appraiser any and all information about the subject property that it is aware of, if the 
information could affect either the marketability of the property or the appraiser's opinion of the market value of the 
property. Specifically, the lender must make sure that it provides the appraiser with all appropriate financing data 
and sales concessions for the subject property that will be, or have been, granted to anyone associated with the 
transaction. Generally, this can be accomplished by providing the appraiser a copy of the complete, ratified sales 
contract for the property that is to be appraised. If the lender is aware of additional pertinent information that is not 
included in the sales contract, it should inform the appraiser. Information that must be disclosed includes: 

* settlement charges; 

* loan fees or charges; 

* discounts to the sales price; 

* payment of condominium/PUD fees; 

* interest rate buydowns, or other below-market rate financing; 

* credits or refunds of the borrower's expenses; 

* absorption of monthly payments; 

* assignment of rent payments; and 

* non-realty items that were included in the transaction. 


* Uniform Standards of Professional Appraisal Practice, The Appraisal Foundation, Washington, DC, 2008-2009 Edition 
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Contract (Cont'd) 


The appraiser must state the total dollar amount of the loan charges and/or concessions that will be paid by the 
seller (or any other party who has a financial interest in the sale or financing of the subject property) and provide a 
brief description of the items on the appraisal report form. If the appraiser knows that the appraisal will be used for a 
refinance transaction, he or she should indicate that on the form. 


t e Hi H z 
"| researched, verified, analyzed and reported on any current agreement for sale of the subject property, any offering 
for sale of the subject property in the twelve months prior to the effective date of the appraisal, and the prior sales 
of the subject property for a minimum of three years prior to the effective date of this appraisal, unless otherwise 
indicated in this report." 


Author's Comments: Look out for the following items: 
Sale price 


Financial assistance from the Seller to tbe Buyer 
* Loan charges 
* Down payinent assistance 
* Points 
* Personal property 
* Unusual occupancy 


Disclosures 
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Neighborhood - Part 71 
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NEIGHBORHOOD 


General Information 


Fannie Mae . June 30,2002 4  . PartXi Chapter 4, Section 403. Neighborhood Analysis 

An appraiser must perform a neighborhood analysis in order to identify the area that is subject to the same 
influences as the property being appraised (based on the actions of typical buyers in the market area). The results 
of a neighborhood analysis enable the appraiser not only to identify the factors that influence the value of properties 
in the market area, but also ta define the area from which to select the market data needed to perform a sales 
comparison analysis. 


To perform a neighborhood analysis, the appraiser should collect pertinent data, make a visual inspection of the 
market area to observe its physical characteristics and determine its boundaries, and identify land uses and any 
signs that the land uses are changing. The appraiser should extend the search of the subject market area as 
far as necessary to assure that all significant influences affecting the value of the subject property are reflected 
in the appraisal report, using his or her best judgment to determine and describe the neighborhood boundaries. 
The lender's underwriter should review carefully tha neighborhood description to confirm that the appraiser used 
comparables from within the subject neighborhood in his or her analysis. 


We expect the appraiser and the lender's underwriter to be aware of the varying conditions that characterize different 
types of neighborhoods or market areas. Conditions that are typical in certain neighborhoods may not be present 
in other neighborhoods or market areas. This does not mean that the existence of certain types of conditions or 
characteristics are unacceptable, rather it is an indication that they must be viewed in context with the nature of 
the area in which the property is located. For example, some urban neighborhoods consist of a variety of property 
types that have different uses. It ls not uncommon to find properties that have mixed-uses — such as residential 
properties that also have child-care facilities, doctor or dental offices, and other types of business or commercial 
uses. The presence of mixed-use properties or a variety of property types within a neighborhood should be viewed 
as a neighborhood characteristic that the appraiser considers when performing the neighborhood analysis and 
describing the neighborhood boundaries. 


A neighborhood analysis should consider the influence of social, economic, government, and environmental forces on 
property values in the subject neighborhood. However, neither the racial composition nor the age of a neighborhaod 
is an appraisal factor. A property located in an older neighborhood can be as sound an investment as a property 
located in a new neighborhood, and a property located in a neighborhood inhabited primarily by members of one 
race can be as sound an investment as one located in a racially mixed neighborhood or in a neighborhood inhabited 
primarily by a different race. The appraiser must report neighborhood conditions in factual, specific terms and be 
impartial and specific in describing favorable or unfavorable factors in a neighborhood. In addition, the appraiser 
must not use subjective terms or phrases — such as “pride of ownership," “no pride of ownership," "lack af pride of 
ownership," "poor neighborhood,” "good neighborhood,” “crime-ridden area," “desirable neighborhood or location,” 
“undesirable neighborhood or location,” etc. 
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Fannie Mae does not designate certain areas as being acceptable or unacceptable — in other words, Fannie Mae 
does not “redline.” Redlining can occur when perceived property risks are based on improper locational factors — 
such as the arbitrary granting of unfavorable loan terms on the basis of geographic area-or when the perceptions 
of risk are derived from factors that do not predict risk — either reliably or not at all. An example of a factor that is not 
predictive of risk is race, and racial redlining is illegal under federal law. Other factors that serve as a proxy for race 
are equally impermissible. The appraiser, and the lender's underwriter, must be sensitive to these impermissible 
factors and apply Fannie Mae's guidelines in a consistent, equitable manner. None of our property guidelines are 
intended to foster redlining; if any provision is interpreted to do so, it has been misunderstood. 


Some lenders underwrite mortgages in urban areas on a block-by-block basis. Block-by-block underwriting and 
appraisal analysis are acceptable in cases in which rehabilitation has started — either in the block where the subject 
property is located or in facing blocks visible to the property — but has not yet spread to the rest of the neighborhood. 
This enables the lender's underwriter to place weight on the positive influences of a neighborhood in an urban area 
that is being rehabilitated. The acceptability of this type of appraising or underwriting is conditioned on the appraiser 
demonstrating that local conditions make it appropriate and that all essential factors are considered, 


The appraiser should explain any changes that have occurred that might influence the marketability of the properties 
within the neighborhood. For example, the appraiser must comment if there is market resistance to a neighborhood 
because of the known presence of an environmental hazard. The lender must be satisfied that the neighborhood will 
be acceptable to a sufficient number of buyers to support an active, ongoing market for the property. 


Our appraisal report forms require the appraiser to address a number of important factors that are used to analyze 
ihe impact that the neighborhood has on the marketability of the property. Some of the key factors are discussed in 
the following subsections. 


Author's Comments: The NEIGHBORHOOD section was modified to reinforce the appraiser's 
purpose for performing a neighborhood analysis, which is to identify the area - based on com- 
mon characteristics or trends — that is subject to the same influences as the subject property. 
The sales prices of comparable properties in the identified area should reflect the positive and 
negative influences of the neighborhood. The results of the neighborhood analysis will enable 
the appraiser to define the area from which to select comparables, to understand market pref- 
erences and price patterns, to reach conclusions about the highest and best use of the subject 
property site, to examine the effect of different locations within the neighborhood, to determine 
the influence of nearby land uses, and to identify any other value influences affecting the neigh- 
borhoad. 


Neighborhood Characteristics - Location 


Fannie Mae. . June 30,2002 5. &Áà PanxlChapter 4, Section 403.1 1 1 1 Location 

We will purchase or securitize mortgages that are secured by residential properties in urban, suburban, or rural 
areas. An "urban" location relates to a city, a "suburban" location relates to the area adjacent to a city, and a "rural" 
location relates to the country or anything beyond the suburban area. We do not designate certain areas as being 
acceptable or unacceptable. To be eligible for purchase or securitization, a mortgage must be secured by a property 
that is residential in nature — based on the characteristics of the subject property, zoning, and the present land use. 
We do not purchase or securitize mortgages on agricultural-type properties (such as farms, orchards, or ranches), 
on undeveloped land, or on land development-type properties. 


The appraiser and the lender's underwriter must be sensitive to the varying conditions that characterize different 
types of locations. The appraiser must also consider the present or anticipated use of any adjoining property that 
may adversely affect the value or marketability of the subject property. Conditions that are typical of certain types of 
locations may not be present in other locale. This does not mean that the conditions are unacceptable, rather that 
they must be viewed in context with the nature of the area in which the security property is located. A few examples 
to illustrate this are shown below: 


* ifthe subject property is located in a rural area that is relatively undeveloped or one in which properties often have 
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large lot sizes, the appraiser may have to go a considerable distance to find properties that can be used to develop 
an opinion of value for the subject property. 


Determ mining the Residential Nature of a F roperty 


Our currant policy for properties located in rural areas (or a any other area that is lass than 2596 developed! states 


PA AD OMS AS RE t€ A EAR sy SOMMA ERA 


that a mortgage on that property is not eligible for delivery to us if the value of the site exceeds 30% of tho total 
appraised value of the property, unless the property is a typical residential property for the market area. We define 
the degree of development which is referred to as “built-up” on our appraisal report forms as the percentage of 
the available land in the neighborhood or market area that has been improved. Some underwriters view the 30% 
guideline as a "rule" that is to be narrowly applied, rather than as a flexible guideline that should be considered in 
relation to what is typical of residential properties in the area in which the rural property being underwritten is located. 
The intent and focus of our guideline is to help determine whether a property is residential in nature. We clearly state 
that we will purchase a mortgage secured by a property that has a higher percentage of its total value attributed ta 
the site if higher site values are typical in the area (and market acceptance can be demonstrated through the use of 
comparable properties). To ensure that our standards are properly applied, we are eliminating all reference to the 
30% site value guideline effective immediately. 


» lithe Subjed property! is located | ina a suburban or urban area, the appraiser will most likely use comparable properties 
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A sales tybically are available in the subject neighborhood. a if the property is located i in an area 
in which there is a shortage of recent truly comparable sales — either because of the nature of the improvements 
of the subject property or the relatively low number of sales transactions in the neighborhood — the appraiser might 
need to analyze and use as comparable sales properties that are not truly comparable to the subject property, This 
is acceptable as long as the appraiser adequately documents his or her analysis in the appraisal report and explains 
why such comparables are being used. 


* |f the subject property is located in an urban neighborhood that has vacant or boarded up properties, the appraiser 
will need to look at comparable properties in the same neighborhood to assure that any effect of the vacant or 
boarded up properties is taken into consideration in developing the opinion of value for the subject property. 


A lender must give properties with outbuildings special consideration in the underwriting and appraisal review. 
Properties with mínimal outbuildings — such as a small barn or stable — that are of relatively insignificant value in 
relation to the total appraised value of the subject property are acceptable if they are typical of other residential 
properties in the subject area. For example, a property that has a small bam or stable is acceptable if the appraiser 
demonstrates through the use of comparable sales with similar improvements that the improvements are typical of 
properties for which an active, viable residential market exists. If the outbuildings do not represent typical residential 
improvements for the location and property type, the typical purchaser in the market would probably recognize 
minimal, if any, contributory value for them. A property with an atypical minimal outbuilding is acceptable to us, as 
long as the appraiser's analysis reflects little (or no) contributory value for it. 


On the other hand, the presence of significant outbuildings — such as a large barn, a storage area or facilities for 


farm-type animals, or a silo — will probably indicate that the property is agricultural in nature. In such cases, the lender 
must review the property appraisal to determine whether the improvements are residential or agricultural in nature, 
regardless of whether the appraiser assigns any value to the outbuildings. All properties must be readily accessible 
by roads that meet local standards. Certain aspects of the location of a property will require special consideration. 
For example, properties in resort areas that attract people for seasonal or vacation use are acceptable only if they 
are suitable for year-round use. Any property that is not suitable for year-round occupancy, regardless of where it is 
located, is unacceptable. 


Fannie M March 20, 1 Part XI tion 40 Urban Pro 

The valuation of properties in urban locations that are undergoing rehabilitation may also present some unique 
property valuation and underwriting issues. For example, some lenders underwrite mortgages in urban areas on a 
block-by-block basis. Block-by-block underwriting and appraisal analysis is acceptable in cases in which rehabilitation 
has started in the block in which the subject property is located (or in facing blocks that are visible to the property), 
but has not yet spread to ihe rest of the neighborhood. This enables the appraiser and the lender's underwriter to 
place weight on the positive influences of the rehabilitation efforts. 
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To a large extent, block-by-block analysis simply focuses on the appraiser's definition of the neighborhood. Urban 
locations that are undergoing rehabilitation may involve relatively small neighborhoods (perhaps limited to a block or 
just a few blocks) because of the level of rehabilitation and buyer demand for properties that are being improved. In 
such cases, it is appropriate for the appraiser to emphasize the sales of properties that are undergoing rehabilitation 
(or that have been rehabilitated) in the immediate neighborhood (which is the block in which the property ts located 
or facing blocks that are visible to the property). We expect appraisers to demonstrate that local market conditions 
make block-by-block analysis appropriate, by illustrating that market evidence indicates that the rehabilitation of 
the properties in the neighborhood (or the general revitalization of the neighborhood) is a trend, not an isolated 
occurrence. It there is a lack of truly comparable sales in the neighborhood-either because of the level of rehabilitation 
or the relatively low number of sales transactions-the appraiser may need to analyze and use as comparable sales 
not only less similar properties for the subject neighborhood, but also properties from competing neighborhoods. 


Author's Comments: The first step in the study of a neighborhood is to identify its boundaries. 
Sometimes they are natural physical barriers such as lakes, rivers, streams, cliffs, swamps and 
valleys. They also can be highways, main traffic arteries, railroad tracks, canals and other man- 
made boundaries. The boundary of a residential neighborhood may also be a change of land use 
to commercial, industrial, institutional or public park. Some boundaries are clearly defined and 
others more difficult te identify precisely. A neighborhood may be as large as an entire commu- 
nity, but it may be as small as a one or two block area. 


Neighborhood Characteristics - Built-Up 


Author’s Comments: Built-Up refers to the percentage of available land that has been improved. 
For example, assume there are 10 available lots out of a total of 100 lots in a neighborhood where 
50% of the land is a state park. The Over 75% box would be checked because 90% of the available 
land has been developed, even though substantial vacant park land still exists. 


Neighborhood Characteristics - Growth 


Fannie Mae ss June 30,2002 A PartXl Chapter 4, Section 403.02 Degree of Development 
e 

The degree of development of a neighborhood (which is referred to as "built-up" on the appraisal report forms) is 
the percentage of the available land in the neighborhood that has been improved. The degree of development of 
an area may indicate whether a particular property is residential in nature. When underwriting a mortgage secured 
by a property located in a rural or relatively undeveloped area, the lender should focus on the characteristics of the 
property zoning, and the present land use to determine whether the property should be considered residential in 
nature. For example, if the typical one-family building site in a particular area (based on the zoning, the highest and 
best use of the land, and the present land use) is two acres in size, the mortgage will be eligible for purchase or 
securitization — regardless of the percentage of the total appraised value of the property that the site represents — as 
long as the appraiser demonstrates through the use of comparable sales that the property is a typical residential 
property for that particular neighborhood. 


Because we do not purchase or securitize morigages secured by agricultural-type properties, undeveloped land, 
or land development-type properties, the lender must review carefully the appraisal report for properties that have 
sites larger than those typical for residential properties in the area. Special attention must be given to the appraiser's 
description of the neighborhood, zoning, the highest and best use determination, and the degree of comparability 
between the subject property and the comparable sales. If the subject property has a significantly larger site than 
the comparables used in the appraiser's analysis, the subject property may not be a typical residential property for 
the neighborhood. 


Author's Comments: When a neighborhood is fully developed, its Growth has ended (at least 
for the present), and the Stable box should be checked. A neighborhood can be fully developed 
even if there are vacant lots, provided they are few, scattered, and unavailable for sale at their 
present value. If there are many lots available, the growth rate may be Rapid, Stable or Slow. 
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One Unit Housing Trends - Property Values 


Canne Mas — June 35, 2002 P — pines 
| The appraiser must indicate whether property values in the subiect neighborhood are "increasing." "stable," or 
"declining." Maximum financing is acceptable when property values are stable or increasing. The lender generally 


must not offer maximum financing In any Instance in whlch property values are declining. 


AUTHOR'S COMMENTS: The Property Values in the neighborhood are analyzed to see if they 
are Increasing, Stable or Declining. The best method is to find houses that have sold and then 
resold recently and to compare the two selling prices. Adjustments should be made for any im- 
provements to the property between sales. 


One Unit Housing Trends - GR bs: PI 


Fannie Mae — June 30, 2002 Par i eting Time 
An oversupply of housing is not desirable since it indicates ee properties are selling slowly with a lot of competition. 
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comment on the reason for the oversupply and its effect on the value af the property. 


Marketing time is the average time that it takes for a reasonably priced property to sell in the subject neighborhood. 
When marketing time for a particular area is greater than six months, the appraiser must comment on the reason for 
the extended marketing period and its effect on the value of the property. 


Author's Comments: Demand/Supply refers to the balance between the number of houses 
sold and the number of new listings available for sale. It does not refer to market activity. One 
market may have 20 sales and 20 new listings in a month while another may have only 2 sales 
and 2 listings in the same period. Both would be characterized as In Balance because the 
number of listings equals tbe number of sales. 


A good way to determine the Demand/Supply balance is to check the Multiple Listing Service 
(MLS) and compare the number of houses currently being offered to the number being offered 
three months ago. 


One Unit Housing Trends - Marketing Time 
Author's Comments: Marketing Time is the average time a similar property in the same market 


as the subject will take to sell when it is offered at a price close to its true market value. Many 
appraisers use a selling price difference of 1096 or less from the listing price as a guide. 


See Example, next page. 
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Example: Marketing Time Study 


| Sale# | Listing Price |  SelingPrie | #of Days to Sell 
y |  $125000 85 
|. 2 | mowi | — $141000 | 121 

119 


MN NE 
E Ww 
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He Se 
Oo e $151,000 Good Sale 

$132,000 
$119,000 $115,900 8 


Good Sale 
Not Used - Listed too high 


$124,000 $124,000 


08 80 

$141,500 

: 
$134, 
|. 66. jüodsde | 
| 
] 
$119, 
Sa 


$136,300 
nearer eae eae 


Average* (Mean) Number of days to sell = 1,638 total days (good sales) + 20 (good sales) = 81.9 
rounded to 82 days. 


| 
; 
| 
ra 


*To be included in the average, the house had to sell within 10% of its listing price. This is a percentage 
often used to eliminate from the sample those houses that had excessive marketing times because they 
were listed too high. 


Note: A good random sample should have at least 18 good sales. 
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Case Study #2: Marketing Time 


Assignment: Using the data in the Case Study Data in Chapter #4 complete 
the Marketing Time Study. 


Average (Mean) Number of days to sell = total days + __ sales = days 


Note: To be included in the averages the house had to sell within 10% of its listing price. This is a 
percentage often used to eliminate from the sample houses that had excessive marketing time because they 
were listed too high. 
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One Unit Housing - Price and Age Range 


Fannie Mae June 30, 2002 Part Xi Chapter 4, Section 403.06 Price Range and Predominant Price 

The appraiser must indicate the price range and predominant price of properties in the subject neighborhood. The 
price range must reflect high and low prevailing prices for residential properties that are comparable to the property 
being appraised (one-family properties, two- to four-family properties, condominium units, or cooperative units) and, 
in some cases, for competing properties (one-family properties when the property being appraised is a two- to four- 
family property or a condominium unit, or condominium units when the property being appraised is a cooperative 
unit). Isolated high and low extremes should be excluded from the range, which means that the predominant price 
will be that which is the most common or most frequently found in the neighborhood. The appraiser may state the 
predominant price as a single figure or as a range (if that is more appropriate). 


When the subject property has a sales price (or value) that exceeds the upper price range, the property is considered 
as an “over-improvemeni” for the neighborhood. The property is considered as an “under-improvement’ if its sales 
price (or value) is less than the lower price range. If the subject property is an over-improvement, the mortgage 
terms generally should be more conservative because the property may not be acceptable to typical purchasers, The 
appraiser must explain why the property is an over- or under-improvement and comment on the adjustments that 
were made in the "sales comparison approach" adjustment grid to reflect that condition. 


The lender should consider whether a property in an urban area is among those being renovated. Since demand for 
this type of property can be strong, the property should not be regarded as over-improved if there [s a strong market 
interest, which is indicated by the existence of comparable properties. 


g 02 Part X 4, Section 40 e Predominant 

The appraiser must indicate the age range and predominant age of properties in the subject neighborhood. The age 
range should reflect the oldest and newest ages for similar types of residential properties (one-family properties, 
two- to four-tamily properties, condominium units, or cooperative units) and, in some casas, for competing properties 
(one-family properties when the property being appraised is a two- to four-family property or a condominium unit, or 
condominium units when the property being appraised is a cooperative unit). However, isolated high and low extremes 
should be excluded from the range. The predominant age Is the one that is the most common or most frequently found 
in the neighborhood. The appraiser may state the predominant age as a single figure or as a range (when that is more 
appropriate). The appraiser should select independently the properties that he or she uses to represent the age range 
and predominant aga, rather than merely relying on the same properties he or she used to illustrate the price range 
and predominant price. 


Fannie Mae — June 30. 2002 Part XI Chapter 4, Section 403.07 Age Range and Predominant Age 

The age of a property should be within the general age range of the neighborhood. Normally, neighborhoods are 
developed over a relatively narrow span of time so that most dwelling units will fall within a particular age range. Á 
property that has an age outside of the general age range must receive special consideration. Unless there is strong 
evidence of long-term neighborhood stability, a new dwelling in an old neighborhood will carry some marginal risk. 
Conversely, an old dwelling in a newly developed area is generally acceptable if renovation will resuit in its conforming 
to the neighborhood. 


One Unit Housing - Present Land Use % 


Fannie Mae June 30, 2002 a 8 

Some of our appraisal report forms provide an area for the appraiser to report the relative percentages of the 
developed land in the neighborhood when discussing the present land use, rather than simply referring to the zoning 
classifications. The appraiser should report separately the percentage of developed one-family sites, developed two- 
to four-family sites, etc. Undeveloped land should be reported as vacant. In addition, if there is a significant amount 
of vacant or undeveloped land in the neighborhood, the appraiser should include comments to that effect to assure 
that he or she adequately describes the neighborhood. If the present land use in the neighborhood is not one of those 
listed on the appraisal report form — such as parkland — the appraiser must also indicate the type of land use and its 
related percentage. The total of the types of land uses must equal 10096. 

Typically, dwellings best maintain their value when they are situated in neighborhoods that consist of other similar 
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dwellings. However, some factors that are typical of a mixed-use neighborhood — such as easy access to employment 
centers and a high level of community activity — can actually enhance the market value of the property through 
increased buyer demand. Urban neighborhoods also frequently reflect a blend of residential and nonresidential land 
uses ~ including residential muiti-famiiy properües, other properties ihal are used iv provide Commercial services 
(such as groceries and other neighborhood storas) in support of the local neighborhood, industrial properties, etc. 
When different land uses and property types are present in a neighborhood, that fact should be considered a 
neighborhood characteristic that the appraiser needs to take into consideration when performing the neighborhood 
analysis and defining the neighborhood boundaries. To assure that any positive or negative effects of the mixed 
land uses are reflected in the sales comparison approach, the appraiser should select comparable sales from within 
the same neighborhood whenever possible. If this ls not possible, the appraiser may need to make "neighborhood" 
or "location" adjustments to the "sales comparison approach” grid for any sales that are not subject to this same 
neighborhood characteristic. 


Author's Comments: Enter the estimated percentage of each type of Present Land Use in the 
neighborhood. Enter a “0” or a -" when there is no land in a specified classification. When a por- 
tion of the land is parks or another unspecified classification, enter that percent in the "Other" 
line and explain further in the ADDITIONAL COMMENTS section on page 3 of the URAR, 


Neighborhood Boundaries 


Fannie Mae — June 30,2002 — A PartXI Chapter 4, Section 403 Neighborhood Analysis 
Neighborhood Boundaries and Characteristics 

Property location is a fundamental characteristic that influences the value of residential real estate. Therefore, it 
is a critical factor that must be considered in the appraisal process. Neighborhood characteristics and trends also 
influence the value of one- to four-family residences; therefore, they are also key elements in the appraisal process. 
Because we purchase mortgages secured by properties in all neighborhoods and in all areas ~ as long as the property 
is acceptable as security tor the mortgage based on its value and marketability — property location, neighborhood 
characteristics, and neighborhood trends are determinants that the appraiser uses in the property valuation process 
but are not factors in determining whether a particular neighborhood is acceptable or not. 


Author's Comments: The neighborhood boundaries line requires that the specific neighbor- 
hood boundaries be described in the report. (As an alternative, this line may be used to refer 
to a neighborhood boundary map in the addenda.) More and more appraisers are attaching a 
map to their appraisals delineating the boundaries of the neighborhood. 


Neighborhood Description 


Author's Comments: A Neighborhood Description should start off with a general description 
of the neighborhood. This description could include the following: 
* Location of the neighborhood within the community 


» Size of the neighborhood 
* Topography 


* Property Compatibility, Include the types of land uses prevalent in a neighborhood, lot 
sizes, price ranges, and building ages and styles. Rate the subject neighborhood on the ex- 
tent to which these attributes are compatible with one another as compared to their com- 
patibility in similar competing neighborhoods in the same market. 


* Police & Fire Protection can be important factors affecting the value of houses in compet- 
ing neighborhoods. When the buying public feels that a neighborhood has inadequate police 
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or fire protection, home values are likely to be lower than those in competing neighborhoods 
with better protection. 


* Consider the general appearance of properties in the subject neighborhood, particularly 
the extent to which both buildings and yards are maintained. Poorly maintained properties 
often reduce the value of all other nearby properties in the neighborhood. 


* Proximity to employment and amenities is a rating of the distance from the subject neigh- 
borhood to local employment sources and community amenities in terms of mileage and 
travel time. The cost and convenience of public transportation for commuters should also be 
considered and reported here. 


* Convenience to school is determined by the distance to schools and the time it takes for a 
student to cover that distance. For example, when bus transportation is required, distance 
traveled and the student's travel time on the bus are factors which should be considered. In 
many areas, the market will penalize a house that is beyond safe walking distance to schools. 


* Rate the neighborhood's convenience to shopping facilities in terms of distance, time, and 
required means of transportation. Consideration should be given to convenience stores, neigh- 
borhood and community shopping centers, regional malls and downtown city shopping. 


Market Conditions 


Author's Comments: These lines are a good place to comment on the trend of property values, 
demand/supply of houses in the neighborhood, typical marketing times for a house that is listed 
close to its market value, and competitive listings in the neighborhood. 


When the subject property is in an area where many new houses are being constructed, the ap- 
praiser should analyze the projected effect the introduction of these new houses will have on the 
resale value of the existing houses in the neighborhood. 
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SITE 


Dimensions 


Fannie Mae June 30, 2002 Part XI Chapter 4, Section 404 

The property site should be of a size, shape, and topography that is generally conforming and acceptable in the 
market area. It must also have competitive utilities, street improvements, and other amenities. Since amenities, 
easements, and encroachments may either detract from or enhance the marketability of a site, the appraiser must 
comment on them if the site has adverse conditions or is not typical for the neighborhood. If there is market resistance 
to a property because its site is not compatible with the neighborhood or with the requirements of the competitive 
market, the lender should underwrite the mortgage more carefully and, if appropriate, require more conservative 
mortgage terms. 


Fannie Mae June30,2002 . . PartXlChapter4, Section 404.05 11 Thelot 
The topography, shape, size, and drainage of the lot are all important factors. Steep slopes that cause erosion, 
difficulty in maintaining a lawn, or difficult access to the property itself or to a garage are generally unfavorable 
conditions. Drainage must be away from the improvements to avoid the collection of water in or around them. 


Author's Comments: If the lot is irregular in shape, list all the boundary dimensions iu the 
blank (for example: 100 x 120 x 205 x 150), and attach a sketch or legal description of the site. 


Zoning 


a e el Part Vil, Chapter 4, Section 402.01 Location 
To be eligible for purchase or securitization by Fannie Mae, a mortgage must be secured by a property that is 
residential in nature, based on the characteristics of the subject property, zoning, and the present land use. 


Fannie Mae June 30, 2002 Part XI Chapter 4, Section 404.01 1 Zoning 
The appraiser is responsible for reporting the specific zoning classification for the subject property The appraiser 
must include a general statement to describe what the zoning permits (“one-family,” “two- family," etc.) when he or 
she indicates a specific zoning, such as R-1, R-2, etc. The appraiser must also include a specific statement indicating 
whether the improvements represent a legal use; a legal, but non-conforming (grandfathered) use; an illegal use 
under the zoning regulations; or whether there is no local zoning. 


Fannie Mae June 30, 2002 Part XI Chapter 4, Section 404.01 Zoning 
We generally will not purchase or securitize a mortgage on a property if the improvements do not constitute a legally 
permissible use of the land. We do make certain exceptions to this policy, as long as the property is appraised 
and underwritten in accordance with the special requirements we impose as a condition to agreeing to make the 
exception. 
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* We will purchase or securitize a mortgage that js secured by a one- to four-family property or a unit in 
a PUD project it the property represents a legal, but non-conforming, use of the land — as long as the appraiser's 
analysis reflects any adverse effect that the non-conforming use has on the value and marketability of the property. 


* We will purchase or securitize a condominium unit mortgage or a cooperative share loan from a project 
that represents a legal, but noncontorming, use of the land only if the improvements can be rebuilt to current density 
in the event of their partial or full destruction. (In such cases, the mortgage file must include a copy of the applicable 
zoning regulations or a letter from the local zoning authority that authorizes reconstruction to current density.) 


* We will purchase or securitize a mortgage secured by a one-family property that includes an illegal additional 
unit or accessory apartment (which may ba referred to as a mother-in-law, mother-daughter, or granny unit) as long 
as the illegal use conforms to the subject neighborhood and to the market. The property must be appraised in 
conformity with its legal use, that of a one-family property (and the borrower must qualify for the mortgage without 
considering any rental income from the illegal unit). The appraiser must report that the improvements represent an 
illegal use and demonstrate that the improvements are typical for the market through an analysis of at least three 
comparable properties that have the same illegal use. The lender must also make sure that the existence of the illegal 
additional unit will not jeopardize any future hazard insurance claim that might need to be filed for the property. We 
will not purchase or securitize a mortgage secured by a two- to four-family property that includes an illegal accessory 
apartment. 


Author's Comments: When the property's zoning is nonconforming, the appraiser must render 
an opinion as to what effect, if any, being nonconforming has on the value of the property. In ren- 
dering this opinion, the appraiser should consider what will happen if the property is destroyed 
by fire or other causes (flood, hurricane, tornado, etc.), Rebuilding may be restricted by current 
zoning regulations, building codes, and certain land-use regulations such as coastal tideland or 
wetland laws. l 


Several common nonconformities are described below: 


rear building lines. 


Grandfather clause - Zoning regulations were effected after the property was constructed or the 
non-compliant usage began. 


Variance or special exception - Zoning regulations are waived in reference to a specific property 
to permit construction of a nonconforming improvement. 


Illegal Use - Existing improvements violate current zoning regulations, but to date the regula- 
tions have not been enforced. 


Àn illegal or legal nonconforming zoning use must be carefully researched and reported if the 
property does not comply with all of the current zoning regulations (i.e., use, lot size, improve- 
ment size, off-street parking, etc.) When the property is nonconforming, the appraiser must ren- 
der an opinion as to what effect, if any, being nonconforming has on the value of the property. 


5-24 URAR Guidelines, Instructions & Case Studies Report Writing and Case Studies 


Site (Cont'd) 


Highest and Best Use 


| USPAP 2008-2009 Standards Rule 2-2 (a) (ix) Page U-24: "state the use of the real estate existing as of the date 
of value and the use of the real estate reflected in the appraisal; and, when an opinion of highest and best use was 


developed by the appraiser, describe the support and rationale for that opinion” 


Fannie Mae . June 30, 2002. Part XL 

The highest and best use of a site is the reasonable and probable use that supports the highest present value on 
the effective date of the appraisal. For improvements to represent the highest and best use of a site, thay must 
be legally permitted, financially feasible, physically possible, and provide more profit than any other usa of the 
site would generate. All of these criteria must be met if the improvements are to be considered as the highest and 
best use of a site. 


À strict theoretical highest and best use analysis identifies the perfect improvements for a site — assuming that the 
site is vacant and available to be developed. The appraiser's highest and best use analysis of the subject property 
should consider the property as it is improved. This treatment recognizes that the existing improvements should 
menisco Sen a mom o con bth IA fam Eiun om Er eb lr ta ir rm then eise es em em ed eant He mm AMA mo e eem mme reme mmm rS ry 
dwelling. If the use of comparable sales demonstrates that the improvements are reasonably typical and compatible 
with market demand for the neighborhood, and the present improvements contribute to the value of the subject 
property so that its value is greater than the estimated vacant site value, the appraiser should consider the existing 
use as reasonable and report it as the highest and best use. 


On the other hand, if the current improvements clearly do not represent the highest and best use of the site as 
an improved site, the appraiser must so indicate on the appraisal report. In such cases, we will not purchase or 
securitize a mortgage that is secured by the subject property. 


Author's Comments: "Highest and best use as improved" should not be interpreted too literally. 
Most major appraisal organizations teach that few if any properties are improved to their high- 
est and best uses, which implies the perfect improvement. Therefore, check "Yes" if the property 
is improved reasonably close to its highest and best use as defined below. 


To determine the highest and best use, the appraiser utilizes four tests. The higbest and best 
use is the one which meets all four of these tests: (1) physically possible, (2) legally permitted, (3) 
financially feasible, and (4) maximally productive. 


The four tests are done twice. First, the site is analyzed as improved. Then, the property is ana- 
lyzed again, this time considering the best use for the site assuming it were vacant and ready to 
be built upon on the date of the appraisal. 


If the proposed use fails to meet all four tests assuming the site is vacant, the process is repeat- 
ed until a proper use is found. It is very possible that no improvement can be found to satisfy the 
criteria. In this event, the best use may be to leave the site vacant until some future date when 
development becomes feasible. 


If building a single-family home is determined to be the highest and best use of the site, the ap- 
praiser must then describe the perfect improvement, This residence would take advantage of all 
the previously considered factors about the neighborhood, community, and region. Some of the 
decisions to be made about the proposed house include its type, style, size, number of rooms, 
layout, special features, mechanical systems, and the kind and quality of construction materi- 
als. 


* Uniform Standards of Professional Appraisal Practice, The Appraisal Foundation, Washingten, DC, 2008-2009 Edition 
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PITFALL TO AVOID: The Highest and Best Use URAR Line is worded: 


“Is the highest and best use of the subject property as improved (or as proposed per plans and specifications) the 
present use? [] Yes CO No lf No, describe” 


The USPAP requires that if an opinion of the highest and best uses is provided (which is 
required by Fannie Mae) the appraiser MUST PROVIDE a rationale for his or her opinion 
of the Highest and Best Use. 


Utilities 


Fannie Mae June 30, 2002 Part XI Chapter 4, Section 404,03 Utilities 
For a mortgage to be eligible tar purchase or securitization, the utilities of the property must meet community standards 
and be adequate in service and accepted generally by area residents. If public sewer and/or water facilities — those 
that are supplied and regulated by the local government — are not available, then community or private well and septic 
facilities must be available and utilized by the subject property. If community facilities are used, the owners of the 
subject property must have the right to access those facilities, which must be viable on an on-going basis. Generally, 
private well or septic facilities must be located on the subject site. However, off-site private facilities are acceptable 
if the inhabitants of the subject property have the right to access them and if there is an adequate, legally binding 
agreement for their access and maintenance. 


if there is market resistance to an area because of environmental hazards or any other conditions that affect well, 
septic, or public water facilities, the appraiser must comment on the effect of the hazards on the marketability and 
value of the subject property (as discussed in Section 307), Some of our appraisal report forms provide an area for the 
appraiser to state the type of any off-site improvements — streets, curbs/guiters, sidewalks, street lights, and alleys — 
that are present and indicate whether they are publicly or privately maintained. 


Author's Comments: “Public” means governmentally supplied or regulated. It does not, there- 
fore, include community systems sponsored, owned or operated by the developer or a private com- 
pany not subject to government regulation or financial assistance. If such systems are found, a 
description thereof should be given in the ADDITIONAL COMMENTS section or in an addendum 
to the report, 


The appraiser must also report any utilities which are available to the subject, but which are not 
connected and are not being used. In resort areas, report if the utilities are available all year long. 


Off-site Improvements 


Fannie Mae — 1 4dune30,2002 0.  . PartXI Chapter 4, Section 404.04 Off-Site Improvements 


Some of our appraisal forms provide an area for the appraiser to state the type of any off-site improvements — street, 
curbs/gutters, sidewalks, street lights, and alleys — that are present and indicate whether they are publicly or privately 
maintained. 


The property should front on a publicly dedicated and maintained street that meets community standards and is 
accepted generally by area residents. If the property is on a community-owned or privately-owned and maintained 
street, there should be an adequate, legally enforceable agreement for maintenance of the street. A street that does 
not meet city or state standards frequently requires extensive maintenance, and property values may decline if itis not 
regularly maintained. If a property fronts on a street that is not typical of those found in the community, the appraiser 
must comment on the effect of that location on the marketability and value of the subject property. 


The presence of sidewalks, curbs and gutters, street lights, and alleys depends upon local custom — if they are typical 
in the community, they should be present on the subject site, The appraiser must comment on any adverse conditions 
and address their effect on the marketability and value of the subject property. 
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Author's Comments: These lines require the appraiser to report about the abutting and nearby 
streets (avenues, roads, rights of way: etc.) and alleys. When ey are pinta owned and main- 


truined i ia usually ys ler mnnn rra aey 
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or maintained, this must be reported together with an explanation as to haw they are maintained 
and what effect (if any) this has on the value of the subject property. 


Flood Hazard 
Fannie Mae . June 30, 2002 Part XI Chapter 4, Section 404.06 Special Flood Hazard Area 


Flood Insurance Rate Maps (FIRM) can be obtained by contacting FEMA at the address, telephone number, fax 
number, or website shown below: 


FEMA Map Service Center Telephone: 1-800-358-9616 E-mail FEMA-MSCservice & dhs.gov 
P.Q. Box 1038 Fax: 1-800-358-9620 
Jessup, MD 20794-1038 Website: www.fema.gov 


If any part of the principal structure is located in a Special Flood Hazard Area — zones A, AE, All, AO, AR, A1-30, A-99, | 
V VE, VU, or Vegu — tlood insurance is required. If tne principal structure is not located in the Special Flood Hazard 
Área, flood insurance is generally not required. 


Fannie Mae . June 30,2002 4. à PartXi Chapter 4, Section 404.08 Special Flood Hazard Area 
Some of our appraisal report forms provide an area for the appraiser to indicate whether or not the property is located 
in a Special Flood Hazard Area that is identified on the Federal Emergency Management Agency's (FEMA) Flood 
Insurance Rate Maps (FIRM). These maps include areas that are within the 100-year flood boundary (Note: The term 
"100-year flood" does not mean that a flood will occur once in every 100 years, but rather that there is a 1% or greater 
chance that a flood level will be equal or exceeded in any given year). The appraiser must also indicate the specific 
FEMA flood zone and the map number and its effective date. 


Author's Comments: The Fannie Mae Guidelines do not consider "B" zones to be in FEMA 
100-year flood plain areas. However, some lenders require flood insurance when properties are 
in a "B" flood hazard area, so some appraisers report this, when applicable, on the URAR with 
an explanation in the Addenda. 


Space is provided for the appraiser to indicate the FEMA Flood Zone, FEMA Map +, and FEMA 
Map Date. To avaid professional liability suits, appraisers must be certain to use the most current 
FEMA maps in their determinations, Many appraisers attach a copy of the FEMA map to their 
appraisal reports. 


If part of the site is in a flood hazard area, but the improvements are not, report this in the 
ADDITIONAL COMMENTS section. 


Are utilities/off-site improvements typical for the market area? 


Author's Comments: Some common situations where the utilities and/or off-site improvements 
are not typical for the market area are: 


* Most of the streets and alleys abutting and leading to the subject property are owned by the 


municipality and maintained by the government, but a street or alley nearby or abutting the 
subject is privately owned and maintained. 


* There are sewers nearby in the street, but the subject property is not connected to 
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them and is served by a septic system (or cesspool). 
* There is public water available in the neighborhood, but the subject property has only a well. 


Each of these (and any other applicable conditions) must be reported and commented upon. 
Include what effect (if any) they have on the value of the property. 


If the subject property bas use of a tennis court, pool, beach, etc., it should be reported here 
and explained on the blank lines below. This should include both public and private facilities. 


Adverse Site Conditions 


Fannie Mae June 30, 2002 Part XI Chapter 2, Section 401 
Appraisal (or Property Inspection) Documentation 


The lender must disclose to the appraiser any and all information about the subject property that it is aware of, if the 
information could affect either the marketability of the property or the appraiser's opinion of the market value of the 
property. Specifically, the lender must make sure that it provides the appraiser with all appropriate financing data 
and sales... 


The lender must also disclose to the appraiser any information about an environmental hazard in or on the subject 
property on the vicinity of the property that it obtains for the borrower, the real estate broker, or any other party to the 
transaction sa the appraiser can consider any influence the hazard may have on the value and marketability ot the 
property. 


Author's Comments: Not only is the appraiser required to report what is apparent, but the ap- 
praiser may also be required to check the deed for recorded easements. 


An easement is a right of non-possessing interest accorded to a non-owner to use property for a 
specific purpose. The three broad types of easements are surface easements, sub-surface ease- 
ments and overhead easements. 


Typical easements found on residential sites include: 


* Party driveways 

* Walks and paths leading to places off the site 

* Drainage easements & sewer easements 

* Telephone, cable TV and electric wire easements 

* Neighbor's right to place a sign, mail box, or newspaper box on the property 
* High voltage power line easements 

* Gas and water line easements 

* Historic and view easements 

* Mineral and mining easements 


An encroachment occurs when one owner's improvements extend onto the land of an abutting 
owner. The encroachment can be either the improvements of the property being ap- 
praised extending onto a neighboring property, or the reverse, a neighboring improve- 
ment extending onto the property being appraised. 


A site in or near a slide area presents special problems which must be reported and 
analyzed by the appraiser (usually in an addendum). 
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Other adverse conditions which should be noted if they affect site value are: unusual shape or 
size; drainage problems; unusual topography; substandard utility supply; poor site improve- 
ments such as sidewalks, walls, fences, driveways, landscaping, pools and courts; or poor street 
improvements inciuding paving, curbing, road suríaces, lighting, width and condition. 


Nearby hazards including: bodies of water; earthquake, volcano or landslide areas; ravines; un- 
usual fire hazards; and heavy traffic and pollution also need to be discussed here. 


Pitfall to Avoid: 


The Adverse Site Conditions line reads: 


"Are there any adverse site conditions or external factors (easements, encroachments, 
environmental conditions, land uses, etc)? £ Yes £ No If Yes, describe” 


A significant change trom the ZUUD URAk is tne elimination or the word ‘apparent irom this 
line. Now, not only are appraisers required to report what is apparent, but they may also be re- 
quired to check the deed for recorded easements. Before, appraisers were asked to report only 
"apparent" environmental conditions; now, the question asks for any environmental conditions. 
It would be prudent to add a statement on the blank lines in this section such as: 


"I have not checked the land records for recorded easements, and I have reported only apparent 
easements, encroachments, and other apparent adverse conditions." 


This is a very broad question that should be carefully answered, If a Disclosure Form is part of 
the sales transaction, it should be examined to see if anything disclosed falls into the category 
of what is being asked for in this question. Most likely, the Lender is going to require these defi- 
ciencies to be corrected. Therefore, the appraiser must be prepared to support his or her opinion 
when it is questioned by the homeowner. 
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IMPROVEMENTS 


General Description - Units 


Fannie Mae . June 30, 2002. Part XI Chapter 4, Section 405.04  — — Layout and Floor 
Plans 

Dwellings with unusual layouts, peculiar floor plans, or inadequate equipment or amenities generally have limited 
market appeal. A review of the room list and floor plan for the dwelling unit may indicate an unusual layout — such 
as bedrooms on a level with no bath, or a kitchen on a different level from the dining room. If the appraiser indicates 
that such inadequacies will result in market resistance to the subject property, he or she should make appropriate 
adjustments to reflect this in the overall analysis. On the other hand, if market acceptance can be demonstrated 
through the use of comparable sales with the same inadequacies, no adjustments are required. 


Author's Comments: The Fannie Mae URAR is acceptable for only single units with one acces- 
sory unit. The appraiser must be familiar with local zoning ordinances in order to determine 
if an accessory unit makes the property a multiple-unit dwelling (and therefore ineligible to be 
appraised on the URAR). 


General Description - Design (Style) 


Author's Comments: Describe the exterior appearance of a house based on historical or con- 
temporary fashion. 
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General Description — Year Built 
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Since this is not a question of judgment but rather a determination of fact it is necessary to do 
whatever research is necessary to provide an accurate answer. 


Fannie Mae... June 30, 2002 Part XI Chapter 4, Section 405.02 Actual Age and Effective Age 
We do not place a restriction on the actual age of the dwellings. Consequently, a mortgage secured by an older 
dwelling that meets our general requirements is acceptable. The improvements for all properties must be of the quality 
and condition that will be acceptable to typical purchasers in the subject market area. The relationship between the 
actual and effective ages of the property is a good indication of its condition. A property that has been well maintained 
will generally have an effective age somewhat lower than its actual age. On the other hand, a property that has an 
effective age higher than its actual age probably has not been well maintained or may have a particular physical 
problem. In such cases, the lender should pay particular attention to the condition of the subject property in its review 
of any appraisal report that requires the appraiser to address the actual and effective ages of a property. 


General Description - Effective Age (Yrs) 


Author's Comments: Effective Age (Yrs) is the age an improvement appears to be, considering 
its design, condition, other houses in the market, and any economic forces affecting its value. 
To paraphrase an old saying, "If it has the physical condition and appearance of a 13-year-old 
house and market conditions affect it as if it were a 13-year-old house, then for appraisal pur- 
poses it should be treated as a 13-year-old house (effective age: 13 years), even if it is 10 or 20 
years old." 


Generally, a house of average design and condition in a neighborhood that is not subject to un- 
usual economic forces will have the same actual and effective age. However, when à house is 
modernized, its effective age is reduced. It is therefore unusual for a renovated, remodeled, or 
modernized house to have an effective age as old as its actual age, unless its condition has again 
lapsed since the renovation. In fact, the purpose of renovation, remodeling, and modernization 
is to reduce effective age. 


Exterior Description - Foundation 


if the appraiser indicates that there is evidence af wood-boring insects, dampness, or settlement, he or she must 
comment on its effect on the marketability and value of the subject property. The lender must provide either satisfactory 
evidence that the condition was corrected or submit a professionally prepared report, which indicates that — based on 
an inspection of the property — the condition does not pose any threat of structural damage to the improvements. 


Author's Comments: Often, the foundation is some combination of Basement, Crawl Space 
and Concrete Slab. Indicate the percentage of the total foundation made up of each in tbe AD- 
DITIONAL COMMENTS section. 


Where basements are built, there is an increasing trend to gain additional living space 
by finishing portions into family rooms, utiliy areas, baths and lavatories, workrooms, 
kitchens and even bedrooms. In the event that the house has a basement, the height 
between the basement floor, which is constructed similarly to a slab, and the bottom of 
the joists is usually 7.5 to 8 feet. 


For basementless houses, the finish grade is a major factor in the choice between 
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slab or crawl space as a foundation. For Slab construction, it is important that the 
finished ground grade fall sharply away from the house... to prevent flooding. Slabs are 
constructed by first building footings for support, although some..., known as "floating 
slabs," are built without them. The excavation is then covered with gravel and a vapor 
barrier and insulation is installed around the edge. 


Crawl Spaces, which provide flooding protection and... a convenient place to run 
heating ducts, plumbing pipes and wires that must be accessible for repairs, are 
constructed similarly to basements except that the distance from the floor to the 
joists is 3 to 4 feet. The floor can be concrete, as in a basement, or it can be dirt, often 
covered with a vapor barrier. In northern regions, crawl spaces must be insulated or 
heated to prevent pipe freezing and cold floors.* 


Exterior Description - Exterior Walls 


Author's Comments: Nine out of ten houses in the United States are frame construction cov- 
ered with a variety of materials. Some common types of wood siding materials are bevel, bun- 
galow, colonial, rustic, shiplap, and drop. Aluminum and vinyl siding also are very popular in 
some areas. 


Shingles and shakes are also common siding materials. Wood shingles can be split or sawed. 
The most popular shingle material is cedar, while other types are made of asbestos and as- 
phalt. Shingles come in four grades, with the best being No. 1, blue label. Stucco used to be 
more common around the country and is still a popular siding in warm climates. It can be ap- 
plied to wood framing or directly over solid masonry walls. 


There are a variety of other common masonry products which can be applied over wood fram- 
ing and used as siding. These include clay bricks, concrete bricks, and split blocks and stone. 
In houses with masonry veneer walls, all of the structural support is from the wood framing 
and not the one-unit thick masonry. 


Exterior walls can also be made of solid masonry. The most common types of masonry walls 
are 8" thick cement block, two layers of brick, and a combination of brick and block. Masonry 
walls can either be solid masonry or hollow walls known as cavity masonry walls. 


Exterior Description - Roof Surface 


The majority of houses have roofs covered with shingles and shakes made of wood, asphalt, 
asbestos, cement, slate, or tile. Other less frequently used materials are metal, clay tile, and 
built-up or membrane roofs. 


Exterior Description - Gutters & Downspouts 


Metal gutters, which are attached to the house with various types of metal hangers, are the 
most common type of gutter now in use. Vinyl gutters are increasing in popularity. Alumi- 
num, copper, galvanized iron and other materials are used. Wood gutters should be attached 
to the house with non-corroding screws bedded in elastic roofer's cement to prevent leakage. 
Built-up gutters are made of metal and set into the deeply notched rafter a short distance up 
the roof from the eaves. Pole gutters consist of a wooden strip nailed perpendicularly to the 
roof and covered with sheet metal. 

* Henry S. Harrison, Houses - lustrat i nstruction, Design and Systems (3rd Edition) (Chicago, IL: 
Residential Sales Council of the National Association of Realtors, 1999). 
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Downspouts (or leaders) are vertical pipes that carry water from gutters to the ground and into 
sewers, dry wells, drain tiles, splash pans, or simply off the property. Downspouts must be large 
enough to carry water away as fast as they receive it from the roof. The junction of the gutter and 

| downspout should be covered with a basket strainer to hold back leaves and twigs, especially if 
the gutter connects to a storm or sanitary sewer, which is difficult to clean out if clogged. 


Exterior Description - Window Type 


Describe the Window Type(s) (e.g., casement, sliding, double hung, etc.). Also identify the window 
frame material (e.g., wood, aluminum, steel, etc). 


Exterior Description - Storm Sash/Insulated 
State if there are Storm Sashes and/or windows with Insulated glass and their materials. 
Exterior Description - Screens 


State if there are Screens and their materials. Page 5-24 shows pictures and descriptions of 
the most common types of windows with an explanation of corresponding screens. 


Interior Description - Floors 


The Floors space is used to describe the floor finish in the major portion of the house, If this is 
wall-to-wall carpeting, indicate the material over which the carpet is installed. Otherwise, state 
the type of floor cover in an addendum or the ADDITIONAL COMMENTS section. Floor covering 
in the kitchen or other areas such as the foyer may also be described there. 


The condition of the floors should be rated “Good,” "Average," "Fair," or "Poor." 

Interior Description - Walls 

Indicate the type of Walls in the main section of the house. Most modem houses use “drywall” 
construction, consisting of 2" by 4" studs (16 inches apart) covered with 3/8 inch thick gypsum 
board. If the studs are 24" apart, they should be covered with 1/2 inch gypsum board. 


Older houses and some modern custom homes have plaster walls. Other less common interior 
walls are made of plywood, hardboard, fiberboard, ceramic wall tile and wood paneling. 


The condition of walls should be rated “Good,” "Average," "Fair," or "Poor." 


Interior Description - Trim/Finish 


The use of various items of trim in a house enhances its beauty. In lower priced houses, trim may 
be limited to simple casings around doors, windows, baseboards, or ceilings. In more elaborate 
houses and houses in the architectural style of certain periods, extensive or elaborate moldings 
may be used. 


Molding is made of a variety of hardwoods and softwoods for interior and exterior use. It 
is milled by special machines that cut, plane, and sand the Iumber surfaces into desired shapes. 
Elaborate moldings are thicker, more intricate, and often consist of two or three pieces of wood 
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together. Most molding used today, however, is "stock" molding in one of several standard sizes 
and shapes. 


The use of elaborate moldings, cornices, ornamental molding around the fireplaces, wainscot, 
chair rails, and picture moldings are signs of above-average Trim/Finish. 


The type of Trim/Finish should be indicated by 1) material (wood, plastic, metal, etc.) and 2) 
quality of workmanship and condition (Good, Average, Fair, or Poor, e.g., "Wood/Avg." or "Metal/ 
Fair”). 


Interior Description - Bath Floor 


The Bath Floor often has a different covering than other floors in the house. The type of bathroom 
floor covering should be indicated on this line, If the bathrooms have different floor coverings, 
this should be described either in the ADDITIONAL COMMENTS section or an addendum. Until 
recently, the preferred material for bathroom floors was ceramic tile. This is still an excellent 
material, but some others are also now equally acceptable. 


Ceramic tile can be installed in two basic ways. One is to set the tile into a bed of plaster at least 
1.25 inches thick, known as a "mud job." Grout is then compressed between the tiles and tooled 
to make it smooth. Ceramic tile can also be attached to the subflooring with special waterproof 
adhesives. Again, grout is compressed into the spaces between tiles and tooled smooth. 


There are now many attractive vinyl, rubber and asphalt tiles that make satisfactory bathroom 
floors when properly installed over solid subflooring. Rolled goods of the same materials, when 
properly installed, are excellent, especially for rental units. Carpeting the bathroom is popular 
in some areas, but this is often expensive as the carpet must be specially made to be waterproof 
and easily cleaned. 


The condition of the Bath Floor should be rated “Good,” “Average,” “Fair,” or “Poor.” 
Interior Description - Bath Wainscot 


When the lower portíon of a wall is finished with a different material from the upper portion, 
the lower portion is referred to as “wainscot.” The material with which the wainscot is finished 
is called “wainscoting.” Many people still feel that the best material for Bath Wainscot is ce- 
ramic tile. Tile is now available in many colors and designs and can be glued to gypsum board 
wall with special adhesive or set into a plaster wall, 


There is a variety of plastic wall covering products available that are suitable for bathroom wall 
coverings too. Waterproof wallpapers are being used successfully. It is also quite common to 
leave substantial portions of the walls uncovered except for a coating of waterproof paint. 


When bathrooms are of the new fiber glass prefabricated type, they should be described in the 
ADDITIONAL COMMENTS section. 


The condition of the Bath Wainscot should be rated “Good,” “Average,” "Fair," or “Poor,” and 
presented in the "materials/condition" format. 
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Gross Living Area (GLA) for t one or more of the following reasons: 


1) It is finished differently from the main portion of the house. 

2) It is unheated. 

3) It has low ceiling height. Many appraisers feel that ceilings less than 5 feet high are below 
normal. 

4) It has inadequate window area. Window area should be at least 10% of the floor area. 


NOTE: When an area fits one of the above criteria and is described as an Attic, it must not be 
included in GLA calculations. 


." 
Heating 
Auitnors Comments: 


CO FWA (Forced Warm Air): This system corrected the deficiencies of the old gravity system. A fan 
or blower pushes warm air from the furnace through ducts throughout the house. The distribu- 
tion is balanced by opening and closing the registers in each room. 


O HWBB (Hot Water Base Board): This system distributes hot water from the furnace by pump- 
ing it through finger-size pipes into baseboard radiators in each room. When the baseboard ra- 
diators are connected by one pipe in series, it is difficult to balance the heat. A better system is 
to use two pipes to be turned on or off. Another way to balance the heat in either system is with 
flaps that control the amount of air that flows by the hot pipe. 


O Radiant: The pipes in a radiant system are inside the walls and floors. Unlike the above sys- 
tems that depend heavily upon air flowing over the pipes to distribute the heat into the rooms, 
the pipes in this system distribute heat by direct radiation only. 


[] Other: This box is checked when systems other than the above (FWA, HWBB, and Radiant) 
exist in the house. Most fireplaces are an amenity rather than a heat system and are reported 
by checking the Fireplace(s) box in the Amenities section. Common other heating systems are 
heat pumps, gravity, hot air, solar (active and passive), steam, and wood stoves. 


Cooling 


Author's Comments: When part of the house has Central Air Conditioning and part Individual 
Window Units, both boxes should be checked. When the "other" box is checked report what ex- 
ists on the comment line. 


Amenities 


Author's Comments: Amenities are grouped together with check boxes for Fireplaces(s) #, Pa- 
tio/Deck, Pool, Woodstove(s) 4, Fence, Porch, and an Other check box. When the "other" box is 
checked report what exists on the comment line. 
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Car Storage 


Author's Comments: Each market has a Car Storage standard, and houses that fail to meet 
or exceed this standard suffer from functional obsolescence. For example, a house with a 
garage in a neighborhood with only carports has a superadequacy. Similarly, a house with a 
carport in an area where most homes have garages has a deficiency. Detached garages have 
decreased in popularity in some areas of the country. 


Appliances 


Author's Comments: As a result of Federal banking regulations, appraisals are now being 
rejected, or the final value adjusted, because the value of kitchen equipment (which is not part 
of the real estate) is included. The value of kitchen appliances, which are not classified as real 
estate in the subject area (or any other non-real estate equipment or appliances), should never 
be included in the appraised value of the real estate. 


In many areas, it is customary to include some kitchen equipment as part of the sale without 
any division of the sales price into real estate and included equipment. Such sale prices often 
are recorded and reported including a substantial amount of personal property. The best way 
to avoid the personal property problem is to verify the sale with the Buyer, Seller, Broker or 
closing Attorney. The verification process also helps the appraiser learn about any other special | 
conditions surrounding a sale. 


Some lenders instruct appraisers to indicate on the URAR any personal property known to be 
on the premises that will be included in the sale. Items of personal property may be indicated 
by a letter "P" instead of an "X". To be safe, items of personal property shown on the appliances 
line should also be listed in the ADDITIONAL COMMENTS section or an addendum. 


Finished area above grade contains: 
..Rooms,, Bedrooms,, Baths, Square Feet of Gross Living Area 


Author's Comments: Foyers, baths, and laundry rooms are not usually included in the Rooms 
count. Do not include any rooms in the basement. Include rooms in the attic only if they are 
furnished and heated like the rest of the house, and if they have a normal ceiling height (ap- 
proximately 5' or more). 


In order to make an appraisal, it is required that the appraiser obtain reliable information 
about the number of Rooms, Bedrooms, Bath(s), 


Square Feet of Gross Living Area (GLA) 


Author's Comments: It is important to correctly measure the house and calculate the gross living 
area. The GLA used in the appraisal will often be compared with the GLA figures provided by the 
Realtor involved in the mortgage transaction and the GLA that appears in the assessor's records. 


There is the possibility of some variance between these figures based on factors that are ex- 
plained in the following GLA section. However, variance that is caused by errors in measuring 
or lack of understanding of the GLA measuring system reflect poorly upon the appraiser and 
may be a violation of the USPAP. 
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Gross Living Area 


| History 


Prior to 1977, there was no standard method of measuring a house. Realtors, appraisers, 
assessors, builders and others used a variety of different methods. As a result, when a house 
was measured by two or more different people, it was inevitable that the reported measurements 
differed from each other. 


In 1977, the Uniform Residential Appraisal Report (URAR) was developed. Fannie Mae issued 
elaborate guidelines as to how the URAR was to be completed. The URAR contained a section 
that asked for the Gross Living Area (GLA) of the house. 


These guidelines gained wide acceptance, and gradually most appraisers, Realtors, and assessors 
were using them. However, it was never as well accepted by builders. 


In 2003, the American National Standards Institute, Inc. developed a measuring system called 
"American National Standard for Single Family Residential Buildings - Square Footage-Method 
for Calculating: ANSI 2765-2003." This system is primarily used by builders, but it is accepted 
by Fannie Mae and Freddie Mac and is popular with appraisers in some areas. It is more 
precise and more complicated than the GLA system. 


Gross Living Area Guidelines 


Basically this system calls for measuring around the outside of the house. For a multi-story 
house, each level is measured separately To be included, a level must be 10096 above the 
ground level. 


Here is a summary of the Fannie Mae Guidelines that are still in effect today. Keep in mind 
that these are only guidelines, not a requirement. When it is customary in the area where the 
property is located to deviate from the guidelines, or the property itself dictates a deviation is 
necessary, the person measuring the house should deviate as needed. However, in order not 
to confuse reviewers and others who use the reported measurements, it is necessary that the 
report contain the reason the deviation was needed, and what deviations were made. 


The following guidelines (based on the Fannie Mae guidelines) will help you correctly calculate 
the Gross Living Area of a single family house: 


. Measure around the outside of the house above the foundation. 
. In multi-floor houses, count each floor above grade. 
. Include all above grade habitable living areas. 


. Unless the basement is 100% above the ground level, it is not included in the GLA, even if it 
is finished and heated like the rest of the house. 


Common Deviations: In some areas it is customary to divide the basement into parts 
and include in the GLA those parts that are 10096 above ground and heated and finished 
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like the rest of the house. This is most commonly done in hillside. ranches and other houses that 
have heated and finished walk-out basements. 


5. Garages are never included in the GLA. 


6. Porches are only included when they are heated and finished in a way similar in quality to 
the rest of the house. Porches with louvered windows are usually not included in the GLA. 


Note: In order to avoid confusion, it is customary to cease calling the original porch a porch once 
it has been heated and finished and converted into a family room, bedroom or some other type 
of room. It should be referred to by the name of the room into which it has been converted. 


7. Upper stories are divided in various areas: 

a. Those parts of the second level without floors, because the room on the first level is more 
than a story height (cathedral ceilings). In the GLA system, this open area on the second level 
is included in the GLA of the upper level. In the ANSI system this part of the upper level is not 
included in the square feet measurement. 


b. In attics, the area is divided into parts: 


1. That part which is heated and finished like the main part of the house and has a 
ceiling height of 5 feet or more is included in the GLA. 


2. The part with a lower ceiling height or which is not heated and finished like the rest 
of the house is not included in the GLA. 


Common Deviations: In some areas normal ceiling height is considered to be 6 feet or 7 feet 
However, 5 feet is the most common ceiling height used as normal ceiling height. Some appraisers 
also exclude areas where the square footage of the windows is less than 10?6 of the square 
footage of the floor area. 
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Solution to Gross Living Area Calculation 


884 sq.ft. 
Garage 


30' x 32’ = 900 sq.ft. (30' - 4’ = 26) (62'(- 30'- 6’) = 26") 
6' x 26’ = 156 sq. ft. (26' + 6’ (or 30’ + 2’) 2 32’) 
26’ x 32’ = 832 sq. ft. 


900 sq. ft. + 156 sq. ft. + 832 sq. ft. = 1,888 sq. ft. 
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House Plan Sketch 


ij 


30 a & 


Bedroom 


Dining Room Living Rasm 


Mastor Bedroom E 


The Gross Living Area (GLA) of the one story house without a basement or attic 
shown above is square feet. 


Note: The suggested solution is on Page 7-21 in the text. 
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Additional Features (special energy efficient items, etc.) 


Author's Comments: Normal insulation is not considered to be a special energy efficient item, 
but super insulation is. Super insulation is usually found in the walls and ceilings. Typical wall 
insulation is 3 1/2" thick and fits between a 2" x 4" wall studs 

. Super wall insulation is usually about 5 1/2" thick and fits between special 2" x 6" wall studs. 
Typical ceiling or attic insulation is 5 1/2" to 6" thick and is installed over the ceiling. Super 
ceiling insulation is 10" to 12" thick. Insulation around the hot water tank and hot water pipes 
is also considered special insulation. 


Items that are considered special energy efficient items include: 


Super insulation (as described above) 

* Special caulking and weatber stripping 

* Double or triple pane windows 

* Window shades and blinds used for solar control 

* Window quilts 

* Landscaping used for solar control 

* Roof overhang designed for solar control 

* Storm fittings 

* Automatic setback thermostats 

* Heating, cooling, lighting systems, and built-in appliances designed specifically 
to be energy efficient 

* Solar systems (passive and active) for water heating, space heating, and cooling 

* Wood-fired heating systems 

* Houses with other special design features which minimize energy use, such as 

smaller window areas and earth shelters 


Describe the Condition of the Property (including needed 
repairs, deterioration, renovations, remodeling, etc.) 


Author's Comments: The following is a list of common repairs needed, especially as a house 
gets older: 


Floors 
* Termite damage 

* Walks and driveways 

* Interior and exterior paint 

* Roof, gutters and downspouts 

* Stuck windows, broken glass 

* Basement: walls and floors — — 

* Kitchen: cabinets, counters, and equipment 

* Plumbing: septic system, pipes, and fixtures 

* Electrical: damaged, inadequate, or substandard wiring 
Heating/Cooling: furnace, hot water heater, air conditioning 
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Author's Comments: This is a very broad question that should be carefully answered. Ifa Dis- 
closure Form is part of the transaction, it should be examined to see if anything disclosed falls 
into the category of what is being asked for in this question. Most likely, the Lender is going to 
require these deficiencies to be corrected. Therefore, the appraiser must be prepared to support 
his or her opinion when it is questioned by the homeowner. 


Fannie Mae — June 30,1993 Announcement Description of the Improvements Comments Section 
This section includes a new entry in which the appraiser must address adverse environmental conditions (such as, 
but not limited to, hazardous wastes, toxic substances, etc.) that are present in the improvements, on the site, or 
ii ue imiieuiate viciüty oi ure Siojeci propetiy. Miis auction Vial lied uie appraisers iesporsiomiy 10 repüi t Witai 
he or she became aware of through the inspection of the property and the normal research involved in performing 
the appraisal. 


Fannie Mae — June 30, 2002 Part XI Chapter 3, Section 307 Special Appraisal Considerations 
Properties Affected by Environmental Hazards 

If the real estate broker, the property seller, the property purchaser, or any other party to tha mortgage transaction 
informs the lender that an environmental hazard exists in or on the property or in the vicinity of the property, the 
lender must disclose that information to the appraiser and note the individual mortgage file accordingly. (We also 
require the lender to disclose such information to the borrower, and to comply with any state or local environmental 
laws regarding disclosure.) When the appraiser has knowledge of any hazardous condition (whether it exists in 
or on the subject property or on any site within the vicinity of the property (such as the presence of hazardous 
wastes, toxic substances, asbestos-containing materials, urea-formaldehyde insulation, radon gas, etc.), he or she 
must note the hazardous condition in the appraisal report and comment on any influence that the hazard has on 
the property's value and marketability (if it is measurable through an analysis of comparable market data as of the 
effective date of the appraisal) and make appropriate adjustments in the overall analysis of the property's value. 


We do not consider the appraiser to be an expert in the field of environmental hazards. The typical residential real 
estate appraiser is neither expected nor required to be an expert in this specialized fíeld. However, the appraiser 
has a responsibility to note in the appraisal report any adverse conditions that were observed during the inspection 
of the subject property or information that he or she became aware of through the normal research involved in 
performing an appraisal. 


In rare situations, a particular environmental hazard may have a significant effect on the value of the subject 
property; although the actual effect is not measurable because the hazard is so serious or so recently discovered 
that an appraiser cannot arrive at a reliable opinion of market value because there is no comparable market data 
(such as sales, contract sales, or active listings) available to reflect the effect of the hazard. In such cases, the 
mortgage will not be eligible for delivery to us. 


We will purchase or securitize a mortgage secured by a property that is affected by an environmental hazard if 
the effect of the hazard is measurable through an analysis of comparable market data as of the effective date of 
the appraisal and the appraiser reflects in the appraisal report any adverse effect that the hazard has on the value 
and marketability of the suhject property or indicates that the comparable market data reveals no buyer resistance 
to the hazard. To illustrate: We are frequently asked to address the eligibility of mortgages secured by properties 
that are located in neighborhoods affected by radon gas or the presence of hazardous wastes. In such situations, 
we expect the appraiser to reflect any adverse effect or buyer resistance that is demonstrated and measurable 
through the available comparable market data. Therefore, when a property is located in a neighborhood that has 
a relatively high level of radon gas or is near a hazardous waste site, we expect the appraiser to consider and use 
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comparable market data from the same affected area because the sales prices of settled sales, the contract sales 
prices of pending sales, and the current asking prices for active listings will reflect any negative effect on the value 
and marketability of the subject property. 


Although our guidelines expressly require the appraiser to include in the appraisal report comments about any 
influence that an environmental hazard has on the value and marketability of the property, and to make appropriate 
adjustments to the overall analysis of the value of the property, we expect the lender to oversee the performance of 
the appraisers it employs. The lender must make the final decision about the need for inspections and the adequacy of 
the property as security for the mortgage requested. We expect the lender to exercise sound judgment in determining 
the acceptability of the property. For example, since we require the appraiser to comment on the effect of a hazard 
on the marketability and value of the subject property, the appraiser would have to note when there is market 
resistance to an area because of environmental hazards or any other conditions that affect well, septic, or public 
water facilities. When the lender has reason to believe that private well water that is on or available to a property 
might be contaminated as the result of the proximity of the well to hazardous waste sites, the lender is exercising 
sound judgment if it obtains a "well certification" to determine whether the water meets community standards. 


Fannie Mae June 30,2002 4 À AM Part Xi Chapter 4, Section 405,09 improvement Analysis 
Appraiser's Comments 

The appraiser must address any needed repairs or any physical, functional, or external inadequacies in the 
"comments" section. In addition, the appraiser must address adverse environmental conditions (such as, but not 
limited to, hazardous wastes, toxic substances, etc.) that are present in the improvements, on the site, or in the 
immediate vicinity of the subject property in the space provided for that purpose. 


Author's Comments: The answer to this question has the potential of being the basis of a 
lawsuit. The appraiser is being asked to report about the exterior and interior condition of the 
property based on their inspection and what they were aware of. It is a good idea to ask the 
owners if there are any problems with the property, and keep a record of who was asked and 
what the reply was. 


The problem is that the question on the URAR does not limit the answer to only apparent prob- 
lems. At a minimum, I believe that in the comment section of the report, the appraiser should 
put the Lender/Client and Users on notice that you are not a trained home inspector and that 
the answer to this question is limited to what is apparent as part of a normal inspection made by 
a real estate appraiser in your area. It is not sufficient, in my opinion, to rely on the Appraiser's 
Certification to provide this information. 


Conformity to the Neighborhood 


“Does the property generally conform to the neighborhood (functional utility, style, 
condition, use, construction, etc)? O Yes [3 No If Yes, describe — —  " 


Author's Comments: In order to answer this question the appraiser should consider the con- 
formity of the following as they apply to the subject property; 


* Functional Utility 
Style 
Condition 
Use 
Construction 
Etc. (Size, position on lot, color, typography, landscaping, zoning, etc.) 


When any of these items in the subject property do not conform to the neighborhood the 
appraiser should comment upon what effect, if any, this has on the value of the property. 
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Sales Comparison Approach - Part #1 (Cont'd) 
SALES COMPARISON APPROACH 


The sales comparison vp tameu to value — traditionally referred to as the market data approach — is an analysis of 
comparable sales, contract offerings, and current listings of properties that are the most comparable to the subject 
property. The appraiser’s analysis of a property must take into consideration all factors that have an effect on value, 
recognizing that a well-informed or weli-advised purchaser will pay no more for a property than the price he or she 
would pay for a similar property of equal desirability and utility if it were purchased without undue delay. To accomplish 
this, the appraiser must analyze the closed or settled sales, the contract sales, and the current listings of properties 
that are the most comparable to the subject property, in order to identify any significant differences (or elements of 
comparison) that could affect his or her opinion of value for the subject property. This is particularly important in soft 
or declining markets because the competing current listings and contracts probably reflect the upper-end of value 
for the subject property as of the effective date of the appraisal (and we expect the appraiser to accurately report 
and reflect market conditions as of that date). The comparable market data must be verified, analyzed, and adjusted 
for differences between the comparable properties and the subject property. On most appraisal forms, the appraiser 
will identify these adjustments by assigning a dollar value to reflect the market’s reaction to any features of the 
comparable properties that differ from those of the subject property. 


e30, 2002 Part Xl Chapter 4, Section 406.02 Sales Comparison Approach to Value 

Selection rable Sales 

We require an appraiser to research, analyze, and consider influences that may affect value based on market 
evidence (such as closed sales, contract sales, and properties for sale in the market area; market studies; etc.). For 
example, if a property is located in a neighborhood that includes (or is close to) an airport or hazardous waste site 
or that has relatively high property taxes or vacant or boarded-up properties, we expect the appraiser to research, 
analyze and use comparable sales from the same neighborhood or affected area (whenever possible) in his or her 
analysis. This will assure that any effect of these value-intluencing characteristics is taken into consideration in the 
development of the opinion of value for the property. 


If a property is located in an area in which there is a shortage of truly comparable sales — either because of the nature 
of the property improvements or the relatively low number of sales transactions in the neighborhood — the appraiser 
might need to use as comparable sales properties that are not truly comparable to the subject property or properties 
that are located in competing neighborhoods. In some situations, sales of properties that are not truly comparable 
or sales of properties that are located in competing neighborhoods may simply be the best comparables available 
and the most appropriate for the appraiser's analysis. The use of such comparables is acceptable as long as the 
appraiser adequately documents his or her analysis and explains why these comparable sales were used (including 
a discussion of how a competing neighborhood is comparable to the subject neighborhood). 


The appraiser may use the subject property as a fourth comparable sale or as supporting data if the property 
previously was sold (and closed or settled). If the appraiser believes that it is appropriate, he or she also may 
use contract offerings and. current listings as supporting data. However, in no instance may the appraiser create 
comparable sales by combining vacant land sales with the contract purchase price ot a home (although this type of 
information may be included as additional supporting documentation). 


For properties that are in established subdivisions, or for units in established condominium or PUD projects 
that have resale activity, the appraiser should use comparable sales from within the same subdivision or 
project as the subject property If there are any available. Resale activity from within the subdivision or project 
should be the best indicator of value for properties in that subdivision or project. If the appraiser uses sales of 
comparable properties that are located outside of the subject neighborhood, he or she must include an explanation 
with the analysis. 


For properties in new subdivisions, or for units in new (or recently converted) condominium or PUD projects, 
the appraiser must compare the subject property to other properties in its general market area as well as to 
properties within the subject subdivision or project. This comparison should help demonstrate market acceptance 
of new developments and the properties within them. Generally, the appraiser should select one comparable sale 
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from the subject subdivision or project and one comparable sale from outside the subject subdivision or project. The 
third comparable sale can be from inside or outside of the subject subdivision or project, as long as the appraiser 
considers it to be a good indicator of value for the subject property. In selecting the comparables, the appraiser 
should keep in mind that sales or resales from within the subject subdivision or project are preferable to sales from 
outside the subdivision or project as iong as the developer or bulider of the subject property is not invoived in ihe 
transactions. 


Because rural properties often have large lot sizes and rural locations can be relatively undeveloped, there may 
be a shortage (or absence) of recent truly comparable sales in the immediate vicinity of a subject property that is in 
a rural location. This means that the appraiser will often need to select comparable sales that are located a 
considerable distance from the subject property. In such cases, the appraiser must use his or her knowledge of 
the area and apply good judgment in selecting comparable sales that are the best indicators of value for the subject 
property. The appraiser should include an explanation of why the particular comparables were selected in his or her 


analysis. 
Fannie Mae — June 30,2002 Part XI Chapter 4, Section 406.03 Adjustments to Comparable Sales 


Each comparable sale that ís used in the sales comparison approach to value must be analyzed for differences 
and similarities between it and the property that is being appraised. The appraiser must base his or her analysis 
and any adjusimenis io ine comparabie saies on ine market data for trie particular neignpornood and for competing 
locations, not on predetermined or assumed dollar adjustments. If an appraiser's adjustments to comparable sales 
(or the reconciliation of the comparable sales) are based on unsupported assumptions or personal opinion that 
cannot be supported by market data, poor quality appraisals that could have a discriminatory etfect may result. 


Comparable sales must be adjusted to the subject property, except for sales and financing concessions that are 
adjusted to the market at the time of sale. The appraiser must make appropríate adjustments for location, terms 
and conditions of sale, date of sale, and the physical characteristics of the properties. "Time" adjustments must be 
representative of the market and should be supported by the comparable sales whenever possible. The adjustments 
must reflect the time that elapsed between the contract date (or the date of the "meeting of the minds”) for the 
comparable sale and the effective date of the appraisal for the subject property. 


The subject property is the standard against which the comparable sales are evaluated and adjusted. Thus, fan 
item in the comparable property is superior to that in the subject property, a negative adjustment is required to make 
that item equal to that in the subject property. Conversely, if an item in the comparable property is inferior to that in 
the subject property, a positive adjustment is required to make that item equal to that in the subject property. If an 
item in a comparable property is equal to that in the subject property no adjustment is required. 


Quantitative sales comparison analysis. Most appraisal forms require the appraiser to use a quantitative sales 
comparison analysis in which he or she assigns a dollar value to reflect the market's reaction to any features of 
the comparable sales that differ from those of the subject property. The proper selection of comparable properties 
minimizes both the need for, and the size of, any dollar adjustments. However, when there are no similar or truly 
comparable sales for a particular property because of the uniqueness of the property or other conditions, the 
appraiser must select comparable sales that represent the best indicators of value for the subject property and make 
adjustments to reflect the actions of typical purchasers in that market. Dollar adjustments must reflect the market's 
reaction to the difference in the properties, not necessarily the cast of the difference. Swimming pools, electronic 
air filters, intercom systems, elaborately finished basements, carpets, and other special features generally do not 
affect value to the extent of their cost. 


We have established guidelines for the net and gross percentage adjustments that underwriters may rely on as a 
general indicator of whether a property should be used as a comparable sale. Generally, the dollar amount of the 
net adjustments for each comparable sale should not exceed 15% of the sales price of the comparable. When the 
adjustments exceed 1595, the appraiser must comment on the reasons for not using a more similar comparable. 
Further, the dollar amount of the gross adjustments for each comparable sale should not exceed 2596 of the sales 


price of the comparable. The amount of the gross adjustment is determined by adding all individual adjustments 
without regard to the positive or negative adjustments. When the adjustments exceed 2596, the appraiser must 
comment on the reasons for not using a more similar comparable. 
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Individual adjustments that are excessively high should be explained by the appraiser and reviewed carefully by the 
lender's underwriter. [In some circumstances, the use of comparables with higher-than-normal adjustments may be 
warranted, but the appraiser must satisfactorily justify his or her use of them. 


The appraiser must research the market and select the most comparable sales that are available for the subject 
property and then adjust them to reflect the reaction of the market to the differences (except for sales and financing 
concessions) between the comparable sales and the subject property, without regard for the percentage or amount 
of the dollar adjustments. If the appraiser's adjustments do not fall within our net and gross percentage adjustment 
guidelines, but the appraiser believes that the comparable sales used in the analysis are the best available, as well as 
the best indicators of value for the subject property, the appraiser simply has to provide an appropriate explanation. 
if the extent of the appraiser's adjustments to the comparable sales is great enough to indicate that the property may 
not conform to the general market area, the lender's underwriter must review the property carefully. 


Fannie Ma June 30, 2002 rt XI Chapter 4, Secti D search 

The appraiser is responsible for adequate researching market data for all reasonably available and appropriate sources 
of information for the location and property type being appraised (including public records transfer information and, 
if appropriate data from local real estate brokers who ara not active in the local multiple listing service) - even if this 
results in the appraiser spending more time and incurring additional expenses in performing appraisal assignments 
in certain geographic locations or for particular property types. If the appraiser does not consider all relevant data, 
overlooks relevant data sources, or relies on incomplete data in the research and analysis stage of the appraisal 
process, the result may be a poor quality appraisal that could have a discriminatory effect. For example, when the 
only data that is researched and relied on is data obtained from a sales date reporting service or a local multiple listing 
service- and that data source was not used for most the sales transactions in a particular neighborhood or market 
area-the appralser may arrive at an inaccurate opinion of value. 


Author's Comments: In applying the SALES COMPARISON APPROACH, the appraiser: 
1. Studies the market and selects the sales and listings of properties most comparable to the ' 


residence being appraised, generally the most current and similar comparable sales. Often, more 
sales and listings are considered than are finally used. 


2. Collects and verifies data on each selected property's selling and listing prices, dates of trans- 
action, physical and locational characteristics, and any special conditions. 


3. Analyzes and compares each property with the subject as to time of sale, location, physical 
characteristics and conditions of sale. 


4. Adjusts the sale or listing price of each comparable for dissimilarities between it and the sub- 
ject, using matched pairs, (as described under Location), regression analysis, and other adjust- 
ment techniques. 


5. Reconciles the adjusted prices of the comparable properties into an indicated market value of 
the appraised residence. 
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Price range of current offerings in the neighborhood 


Author's Comments: It is not intended or necessary to report all of the properties offered for 
sale in the subject neighborhood. What is being asked for here is a report of what an appraiser 
normally does when making a sales comparison analysis. The appraiser should examine all 
of the comparable properties available for sale in the neighborhood and select those that are 
reasonably comparable to the subject property. It 1s the range of this group that is reported 
here. Usually, the final indication of value from the Sales Comparison Approach falls within 
the range of these listings. 


Price range of comparable sales in the neighborhood 


Author's Comments: It is not intended or necessary to report all of the sales within the past 
twelve months in the subject neighborhood. What is being asked for here is a report of what 
an appraiser normally does when making a sales comparison analysis. The appraiser should 
examine all known comparable sales in the neighborhood. The appraiser should consider the 
dates of sale as well as the physical attributes of each property and then select those that are 
most comparable to the subject. The range of this group of sales is reported here. From this 
group, usually three or more sales are selected to be displayed and adjusted in a summary 
(URAR) appraisal report. 
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Address 


Address 


Author's Comments: Identify the location of the subject and all comparables by exact street 
number, street name, and community name. Be sure that the address is sufficient for a review 
appraiser to locate each comparable sale. 


Proximity to Subject 


Fannie Mae June30,2002_ Part XI Chapter 4, Section 406.085 Sales Comparison Approach 
Proximity to Subject Property and Location 

The description of the proximity of the comparable sale to the subject property must be specific (e.g., two blocks 
south). Whenever possible, the appraiser should use comparable sales in the same neighborhood as the subject 
property because the sales príces of comparable properties in the neighborhood should reflect the same positive and 
negative locational characteristics. 


Author's Comments: The Proximity to Subject is the distance and direction from the subject 
property to each comparable in terms of blocks, fractions of a mile, or miles (as the case may he). 


When the distance indicated appears to be outside of the neighborhood boundaries, a comment 
should be made to clarify why it was necessary to go beyond the neighborhood boundaries to 
find the most comparable sales. 


A common reason is that the neighborhood is only a part of the market area and it was appropri- 
ate to search the whole market area in order to select the most comparable sales. 


Sale Price 


Fannie Mae June 30,2002 4 à Part XI Chapter 4, Section 406.05. Sales Comparison Approach 
Sale Price 

The sale price of each comparable sale should be within the general range of the appraiser's opinion of market 
value for the subject property. A $100,000 comparable sale for a $75,000 subject property would raise questions 
about the validity of the comparable. 


Author's Comments: The Sale Price shown for the subject property is the pending contract 
price when the appraisal is made for lending purposes. It is not the last recorded sale price of 
the subject property. The sale price of the comparable sales are the gross prices before deduc- 
tions for selling expenses. 
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Sale Price/Gross Living Area 


Author’s Comments: Calculate the Sale Price/Gross Liv. Area (total sale price per square foot of 
| gross above-grade living area [GLA] for the subject and each of the comparable sales by dividing 
each Sale Price (above) by total GLA. 


When measurements provided by another source are used, there is a substantial possibility that 
the Gross Living Area will be incorrect, either because the reported measurements are inaccu- 
rate or the area reported is not Gross Living Area as described in the IMPROVEMENTS section. 


Sources 
Fannie Mae — June30,2002 Part XI Chapter 4, Section 406,01 Sales Comparison Approach 


Verification Source 

The appraiser's opinion of market value is no better than the reliability of the comparable data that is used; therefore, 
the appraiser must exercise due diligence to ensure the reliability of the comparable sales data that he or she uses. 
The appraiser must report his or her data and/or verification source(s) for each comparable sale on the appraisal 
report torm, An appraiser may use a singie source ior ine data and verilications or riuitipie sources ii iney ate rieedeu 
to adequately verify tha comparable sales. The quality of the data available varies from source to source and from 
one locality to another. In view of this, a single data source may be adequate if the appraiser uses a source that 
provides quality sales data that is confirmed or verified by closed or settled transactions. On the other hand, if the 
appraiser's basic data source does not confirm or verity the sales data, the appraiser will need to use additional 
sources. When comparable sales data is provided by a party that has a financial interest in either the sale or financing 
of the subject property, the appraiser must reverify the data with a party that does not have a financial interest in the 
subject transaction. 


Author's Comments: The SALES COMPARISON APPROACH adjustment grid includes an entry 
in which the appraiser reports the Data and/or Verification Source for the comparable sales (to 
assure compliance with the USPAP requirement that the appraiser verify comparable market 
data). The internet can be used to verify data in many areas. 


Give the data source from which the information pertaining to each comparable was obtained (e.g, 
deed records, recordation tax stamps, brokers, multiple listings, data bank, buyer or seller, etc.). This 
should be detailed enough so that a review appraiser can locate the comparable sale in the source of 
the data. The MLS # is helpful to reviewers when the data source is an MLS system. 


For the subject property, indicate the source of data about the pending sale for which the mort- 
gage loan has been applied. It is assumed that other information about the subject property 
comes from the appraiser's personal inspection. 


The following is a list of some good sources of market data: 


Appraiser's own files 

Multiple Listing Services (MLS) 

Deed records 

Title companies 

Assessment records 

Mortgage loan records 

Real estate brokers' files 

Government and private mortgage insurers 
Atlases and survey maps 
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Other appraisers 

Real estate newspapers 

Special publications 

General circulation newspapers 
SREA Market Data Center 
Miscellaneous sources 
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VALUE ADJUSTMENTS.” | DESC 


Section 406.05 Sale 


Sale or Financing Concessions 

The dollar amount of sales or financing concessions paid by the seller must be reported for the comparable sales if 
the intormation is reasonably available. Examples or sales or nnancing concessions include interest rate buy downs 
_or other below-market rate financing; loan discount points; loan origination fees; closing costs customarily paid by 
the buyer; payment of condominium, PUD, or cooperative fees or assessment charges; refunds of (or credit for) the 
borrower's expenses; absorption of monthly payments; assignment of rent payments; and the inclusion of non-realty 
items in the transaction. 


Generally, sales or financing data for comparable sales — such as the mortgage amount, loan type, interest rate, 
term, and any fees or concessions the seller paid — is available. The appraiser should obtain this information from 
an individual who was a party to the comparable transaction (the broker, buyer, or seller) or from a data source that 
the appraiser considers to be reliable. We recognize that there may be some situations in which sales or financing 
infarmation is not available because of legal restrictions or other disclosure-related problems. In such cases, the 
appraiser must explain why the information is not available. However, we will not accept an explanation that indicates 
that the appraiser did not make an effort to verify the information. In all other cases, the appraiser must provide the 
sales and financing concession information that was available (and verified) for the comparable sales. If the appraisal 
report form does not provide enough space to discuss this information, the appraiser should make an adjustment (or 
a relative relationship assessment) for the concessions on the form and include an explanation in an addendum to 
the appraisal report. 


When a quantitative sales comparison analysis ís used, the amount of the negative dollar adjustment for each 
comparable with sales or financing concessions should be equal to any increase in the purchase price of the 
comparable that the appraiser determines to be attributable to the concessions. The need to make negative dollar 
adjustments for sales and financing concessions and the amount of the adjustments to the comparable sales are not 
based on how typical the concessions might be for a segment of the market area — large sales concessions can be 
relatively typical in a particular segment of the market and still result in sale prices that reflect more than the value 
of ihe real estate. Adjustments based on mechanical, dollar-for-dollar deductions that are equal to the cost of the 
concessions to the seller (as a strict cash equivalency approach would dictate) are not appropriate. We recognize 
that the effect of the Sales concessions on sales pricés can vary with the amount of the concessions and differences 
in various markets. The adjustments must reflect the difference between what the comparables actually sold for with 
the sales concessions and what they would have sold for without the concessions so that the dollar amount of the 
adjustments will approximate the reaction of the market to the concessions. 


Positive adjustments (or relative relationship assessments) for sales or financing concessions are not acceptable. 
For example, if local tradition or law results in virtually all of the property sellers in the market area paying a 1% loan 
origination tee for the purchaser, and a property seller in that market did not pay any loan fees or concessions for the 
purchaser, the sale would be considered as a cash equivalent sale in that market. The appraiser should recognize 
comparable sales that sold for all cash or with cash equivalent financing and use them as comparable sales if they 
are the best indicators of value for the subject property. Such sales can also be useful to the appraiser in determining 
those costs that are normally paid by sellers as the result of tradition or law in the market area. 
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Author's Comments: Concessions that are involved in the comparables but not the subject are 
described and adjusted for in the appropriate COMPARABLE column. Fannie Mae requires that 
these adjustments be negative. Any properties requiring positive adjustments cannot be con- 
sidered as comparables. All adjustments should reflect the difference between the comparable's 
actual Sale Price and what the property would have sold for without any concessions. 


Date of Sale/Time 


Fannie Mae June 30,2002  PartXIChapter 4 Section 406.05. Sales Comparison Approach 
Date of sale/time adjustment 

We will accept more than three comparable sales as part of the appraisal report, but at least three of them must 
be actual settled or closed sales. The appraiser should provide the date of the sales contract and the settlement or 
closing date for each comparable sale. Unless the appraiser believes that the exact date is necessary to understand 
the adjustments, only the month and year of the sale need to be reported. If the appraiser does not report both the 
contract date and the settlement or closing date, he or she must identify the reported sale date as either the “contract 
date" on the "settlement or closing date." If the appraiser reports the contract date only, he or she must state whether 
the contract resulted in a settlement or a closing. 


Fannie Mae — June 30,2002 1 Part Xl Chapter 4, Section 406.02. Sales Comparison Approach 
Selection of Comparable Sales 

The appraiser must report a minimum of three comparable sales as part of the sales comparison approach to value. 
The appraiser may submit more than three comparable sales to support his or her opinion of market value, as long 
as at least three are actual settled or closed sales. Generally, the appraiser should use comparable sales that have 
been settled or closed within the last 12 months. However, the appraiser may use older comparable sales if he or 
she believes that it is appropriate, and selects comparable sales that are the best indicators of value for the subject 
property. The appraiser must comment on the reasons for using any comparable sales that are more than six months 
old. For example, if the subject property is located in a rural area that has minimal sales activity, the appraiser may 
not be able to locate three truly comparable sales that sold in the last 12 months. In this case, the appraiser may use 
older comparable sales as long as he or she explains why they are being used. 


Author's Comments: The appraiser is required to report both a contract date and a closing date 
for the comparables in the Date of Sale/Time space. If one of the dates is unavailable, the sale 
date reported must be identified as either the contract date or the closing date. Also, if only the 
contract date is reported, a comment must be added stating that the sale has, in fact, closed. It 
is usually only necessary to report the month and the year of the sales. 


Location 


Author's Comments: Give an overall quality rating (good, average, fair, etc.) for the location of 
the subject and a comparison rating (superior, equal or inferior) for the comparables. Then make 
the adjustment indicated by the market for any differences between the comparables and the 
subject property. 


The best way to obtain a location adjustment is to use matched pairs. This technique involves 
finding a pair of houses in the area which are similar, except that one is in the neighborhood for 
which a location adjustment is sought while the other is in the neighborhood of the house being 
appraised. After adiusting the prices for any other discrepancies between the sales, the remain- 
ing price difference is attributable to their difference in location. This price difference then can 
be used as a location adjustment. 
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Leasehold/Fee Simple 


Author's Comments: When the subject property is in "fee simple" form of ownership, it is pref- 

| erable to use comparable sales that are also in "fee simple" ownership. If it is necessary to use 
a comparable sale that is a “leasehold,” a significant adjustment may be required to reflect that 
the site value is not part of a "leasehold" sale price. 


When the subject property is a “leasehold” form of ownership, it is preferable to use comparable 
sales that are also in “leasehold” ownership. If it is necessary to use a comparable sale that is 
in “fee simple" ownership, a significant adjustment may be required to reflect that the value of 
the site is not included in the appraised value of the subject property. 


Site 


Author's Comments: An overall quality rating of good, average, fair, or poor is to be given for the 
subject property. A comparison rating, as indicated under location above, should be provided for 
the site for each comparable. Factors to be considered bv the appraiser under Site include size. 
shape, topography, drainage, encroachments, easements, or any detrimental site conditions. 


Again, the best way to estimate any adjustment for the physical characteristics of the site is to 
use matched pairs. Find properties that have physical characteristics similar to that for which 
the adjustment is being sought, and which have sold. Compare these sales with other properties 
without these characteristics which are otherwise very similar. After adjustments are made for 
any other differences, the remainder can be attributed to the difference in physical character- 
istics. 


View 


Author's Comments: An overall quality rating of good, average, fair, or poor is to be given for 
the subject property. A comparison rating, as indicated under location above, should be pro- 
vided for the View for each comparable. 


Again, the best way to estimate any adjustment for the view of the site is to use matched pairs. 
Find properties that have a view similar to that for which the adjustment is being sought, and 
which have sold. Compare these sales with other properties without these characteristics which 
are otherwise very similar. After adjustments are made for any other differences, the remainder 
can be attributed to the difference in view. 


Design (Style) 


Author's Comments: The Design (Style) category considers such aspects of the property as ap- 
peal of exterior design, interior attractiveness, and special features. Also included are any other 
characteristics which would change the property's attractiveness to purchasers in general or 
otherwise alter its marketability. The appraiser is to give comparison ratings, as indicated for 
the preceding items above, for each of the comparables. The appropriate adjustments may then 
be made. 


Appraisers must be careful when making the Design (Style) adjustment to reflect the standards 
of the market rather than their own personal standards. Many appraisers use this line to adjust 
for any difference the market reflects between one- and two-story houses. 
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The exterior design of the residence will often affect tbe value. This is especially true when the 
design is different from the majority of houses in the market. This does not mean that the style 
and type must conform exactly with the rest of the neighborhood. In many areas, the public's 
taste has changed and the old principle of uniformity no longer applies as it did in the past. In. 
both old and new neighborhoods now, Colonial, European, and Contemporary styles, and even 
commercial and industrial uses, all coexist in harmony. 


More important is the public's increasing awareness of good design and the rejection of poor 
design. The post-World War II badly designed tract house, for example, may have suffered little 
or no functional obsolescence in the market when it was new, but now may be heavily penalized 
for inferior design. As a general rule, a well designed house will have more value and depreciate 
slower than a poorly designed house in the same neighborhood, in similar condition. 


Quality of Construction 


Author's Comments: The Quality of Construction adjustment covers quality of materials and 
workmanship including exterior walls, roof covering, framing, finish flooring, interior walls, 
trim, doors, hardware, plumbing and electrical systems, baths, and kitchen and mechanical 
equipment, The appraiser should indicate an overall quality rating for the subject property and 
give comparison ratings for each of the comparables. 


When the house being appraised is constructed either better or poorer than the standard found 
in the market, an adjustment may be needed. Like other adjustments, the best way to obtain it 
is to find matched pairs of sales. Wben this is impossible, a judgment should be made as to tbe 
impact of the difference in quality on value. If the subject's quality of construction is substan- 
tially different, the adjustment may not actually reflect the market's reaction. 


Actual Age 


Author's Comments: The Actual Age line may be used only to adjust for the actual age. This is 
a change of the form which used to give the appraiser the choice of using the "Age" line for either 
"Actual Age" or "Effective Age" adjustments. 


Differences in "Effective Age” between the subject property and the comparable sales may also 
require adjustment. If an adjustment is needed for "Effective Age," one of the blank lines near 
the bottom of the grid should be used. 


Condition 


Author's Comments: The Condition line includes the appraiser’s opinion of the subject prop- 
erty's condition (whether good, average, fair, or poor), comparison ratings (superior, equal, or 
inferior) for the comparables, and adjustments made as indicated by the market. 


The Condition adjustment should be limited to items that have not already been included in the 
Actual Age and Effective Age adjustments. It would be a mistake to increase the effective age of a 
residence because of its condition and also make adjustment here for the same condition factors. 


One way to prevent duplication is to restrict the Condition adjustment to items of physical dete- 
rioration-curable. The items of physical deterioration-incurable, then, are included in the Actual 
Age adjustment. The cost-to-cure acts as a guide to the amount of depreciation bere. The reason 
such items are classified as curable is that they will, when taken care of, add value equal to or 
greater than the cost to cure them. 
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Above Grade Room Count - Gross ood tach Area 


Fannie Mae June 30, 2002 _____Part XI Chapter 4, Section 406.05 Sales Comparison Approach 
ade room count ant l 


Only finished above-grade areas should be included in the calculation of the gross living area for a one-family 
property or a unit in a condominium or PUD project, The appraiser should consider the basement and other partially 
below-grade areas separately and adjust for them accordingly. The room count and gross living area should be 
similar for the subject property and ali comparable sales. For example, a four bedroom comparable sale generally is 
not acceptable to support the value of a two-bedroom subject property. The appraiser must address large differences 
between the subject property and the comparable sales since they raise doubts about the validity of the comparable 
sales as good indicators of value. 


See Page 5-38 for guidelines on how to measure a house and calculate the Gross Living Area 
(GLA). 


Author's Comments: The appraiser is to report the total Above Grade Room Count including 
the number of bedrooms and baths. Adjustments reflective of the market may be needed for 
any differences between the room count of the subject property and the comparable sales. The 
appraiser may elect to make a separate adjustment for differences in room count or combine it 
with the GLA adjustment. 


Adjusting for the number of rooms must be done very carefully. More than likely, most of the 
difference in value has already been adjusted when the Gross Living Area adjustment was 
made. In contrast, the adjustment of an extra bath or a deficiency in baths is often greater than 
just the square foot adjustment involved. 


The appraiser is to report the total sq. ft. Gross Living Area (GLA) for the subject property and 
for each comparable. Adjustments reflective of the market are to be made for each foot of dif- 
ference. 


Some appraisers make an adjustment whenever there is a difference between the GLA of the 
subject property and a comparable sale. Others feel that in some markets it is not necessary to 
make an adjustment for small differences in GLA. 


Multiple Regression Analysis of house sales done by computer has shown repeatedly that the 
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single most important variable affecting the value of a residence is its size. All but very small 
GLA differences usually require adjustment. Small adjustments for size differences can often 
be based on the selling price per square foot. However, when size adjustments are made for 
houses that have not actually been measured by the appraiser, the possibility of an error is 
substantial. 


One of the major ongoing problems encountered by appraisers is inaccurate measurements, 
especially for comparable sales. Part of the problem is that many people taking measurements 
are unfamiliar with the standard system used to obtain Gross Living Area. Those unfamiliar 
with the system will often include finished attic and basement space in their measurements or 
use some inside measurements. Another problem is that some appraisers, even those familiar 
with the system, measure inaccurately. Whenever possible, GLA measurements supplied by one 
source of information should be verified by another source. 


Adjusting for GLA differences must be done very carefully. More than likely, most of the differ- 
ence in value has already been adjusted for when the Room Count adjustment was made. 


Basement & Finished Rooms Below Grade 


Author's Comments: The Basement & Finished Rooms Below Grade adjustment should in- 
clude any basement or other fully or partially below grade improvements found in the subject 
property and the comparables. If there is no basement (in a house with a slab or crawl space) or 
only a partial basement, this should also be indicated. Appropriate adjustments must then be 
made to reflect differences between the comparables and the subject property. 


When the measurement system is the Gross Living Area system as required for this appraisal 
form, special care is needed to correctly adjust for all differences between the subject and com- 
parables in one and only one place. Make sure that the comparables have been measured using 
the GLA system and that any adjustments made in the Above Grade Room Count Gross Living 
Area and Other sections are not duplicated here. At the same time, check to make sure all dif- 
ferences between the subject and comparables are adjusted for somewhere in an appropriate 
section, 


The Basement & Finished Rooms Below Grade adjustment is really two separate adjustments 
combined into one. First, there is the adjustment for full basement versus partial basement ver- 
sus crawl space versus slab. In many markets, there are significant value differences between 
similar houses with these various foundations. In areas where basements are expected by the 
typical buyer, houses without basements often sell for substantially less than similar houses 
with basements. Conversely, in markets where most houses are built on a slab or over a crawl 
space, there may be little or no premium paid for bouses with basements. 


The second adjustment is for that portion of the basement that is finished. Prior to the 
adoption of the Gross Living Area measurement system, many appraisals included fin- 
ished, heated basement areas, in the overall square footage of living area. When using 
the GLA system, the finished basement is not included, so any adjustment must be 
made here. Note that using cost figures, rather than value contribution estimated from 
the market, will often lead to errors in the indicated value. 


Functional Utility 


Authors Commente Functional Utility refers to, among other things, room sizes, layont and 
overall livability. A rating should be given for the subject property which will summarize the 
ratings for these factors found on the URAR. Comparison ratings, such as those indicated pre- 
viously for Location, are to be given for the comparables and appropriate adjustments made to 
represent the market's reaction to any differences. 


The Functional Utility adjustment should take into account the size of the rooms in both the 
subject and comparable sales. Each room should be at least the FHA minimum required size 
and many markets require rooms be larger than the FHA minimum standards. 


Heating/Cooling 


Author's Comments: In most parts of the country, an "average" heating system is a standard 
quality central system fueled by gas, oil, or electricity. In some areas, one fuel so dominates 
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tional obsolescence. 


Quality heat pump systems and central air conditioning add extra value in most areas. Ap- 
propriate adjustments for central air can range from the cost of installation in markets where 
central air is standard to almost no adjustment when it is considered to be a superadequacy. 


Window units provide cooling in many homes. Appraisers must know whether or not window 
units are legally classified as real estate in their area. When window units are not considered 
real estate, they should be treated like any other item of personal property included in a sale; 
their value should not be included in the market value estimate. 


Again, the matched pairs technique is useful in estimating the amount of Heating/Cooling ad- 
justment required. 


Energy Efficient Items 


Authors Comments: Energy Efficient Items often are installed at a cost exceeding their con- 
tribution to the value of the residence. Any difference tbe appraiser estimates between the cost 
of these items and their value on the date of the appraisal should be divided between physical 
deterioration and functional obsolescence. 


Here is a list of some of the items that are considered to be Energy Efficient Items: 
* Solar heating 
» Solar domestic hot water system 
* Extra insulation 
* Special insulated window glass 
* Automatic thermostat controls 
* Automatic flue opening and closing devices 
* Electric use monitors 
* Special furnace controls with outdoor temperature monitors 
* Any wind or hydroelectric power device 
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Sales Comparison Approach - Part Z5 Adjustments (Cont'd) 


Garage/Carport 


Author's Comments: Garage/Carport adjustments are based on whether the subject property 
and the comparables have garages or carports and, if so, their car storage capacity. The in- 
crease or decrease in value should not necessarily represent the cost of construction, but rather 
it should be based on the market's response. 


In many areas, the market is very sensitive to the influence that garages and carports have 
on the value of a property. Often, there is a market standard or price range within a neighbor- 
hood, and properties which do not conform to the standard suffer substantial depreciation. For 
example, the market may expect a two-car attached garage. The construction cost differential 
between a two-car attached garage and a one-car attached garage may be about $3,000, yet 
matched pairs of sales will indicate a $5,000 sales price differential. In the same market, a 
property with a three-car attached garage may sell for only $1,000 more than one with a two- 
car attached garage. The use of cost data as a value indication would therefore result in a sub- 
stantial error. 


Porch/Patios/Deck 


Fannie Mae June 30, 2002 Part XI Chapter 4, Section 406.05 Sales Comparison Approach 


in some instances, the improvements can represent an over-improvement for the neighborhood but still be within 
the neighborhood price range — such as a property with an in-ground swimming pool, a large addition, or an 
oversized garage in a market that does not demand these kinds of improvements. The appraiser must comment on 
such over-improvements and indicate their contributory value in the “sales comparison approach" adjustment grid. 


Because an over-improved property may not be acceptable to the typical purchaser, the lender's underwriter must 
review appraisals of this type of property carefully to ensure that the appraiser has reflected only the contributory 
value of the over-improvement in his or her analysis. 


Author's Comments: The appraiser should indicate the presence or absence of a Porch, Patio, 
or Deck and make the necessary adjustments indicated by the market. Cost data may, at times, 
serve as a guide, but is not necessarily indicative since these improvements may not return 
their entire cost upon resale as added value. 


In some parts of the country, porches and patios add little or no value to properties; in other 
areas, they add value greater than their cost. Again, matched pairs of sales are the best indica- 
tion of the value of such features. When the adjustment is very small, some portion of the porch 
or patio cost may be used. However, it should be recognized that an adjustment made on this 
basis is nothing but an educated guess. 


Other 


Author's Comments: The following is a list of some of the items that may be adjusted for in 
the Other section: 


Effective age 
* Swimming pool 

* Fireplaces 

* Kitchen: counters, cabinets & built-in equipment and appliances 
Plumbing systems: special features & fixtures, deficiencies & 
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Special bathroom features 

* Domestic hot water system 

* Electric: service (size and age) & wiring (type and condition) 

* Water supply 

* Wasle dispusal system 

* Other special purpose rooms 

* Attic finish 

* Insulation 

* Fire and burglar alarm systems 

* Rehabilitation, modernization, and remodeling 

* Any additional items which require adjustments, but did not 
fall under any other category 


Swimming pools have become a major appraisal problem in many parts of the couniry. They 
range from simple above-ground, semi-portable pools to elaborate in-ground pools with pump- 
ing and filtering systems. Some even have pool houses with wet bars and cooking facilities (and 
sometimes sleeping quarters), lighting and heating systems and occasionally, year round cov- 
ers or tops. Regardless, the appraiser must first decide if the pool is part of the real estate to be 
included in the appraised value. The status of the pool should then be clearly indicated on the 
report on one of the blank lines immediately below the Porch/Patio/Deck line. 


As with other adjustments, the best way to estimate the value that various kinds of pools add 
is to use matched pairs. First find houses with pools similar to the pool of the bouse being ap- 
praised (that have sold) and other sales of properties that are without pools. After adjusting for 
other differences, the remaining difference can be attributed to the value of the pool. 


It is important to remember that a comparable sale's condition and its special features at the 
time of its sale may differ from what they are on the date of the appraisal For example, a corn- 
parable may have needed painting and a new roof when it was sold and these items have been 
repaired since. Changes in condition and features can often be determined by interviewing the 
current owner, seller, broker or closing attorney. Information on the MLS may also be helpful. 


Net Adjustment (Total) 


i 0 jon 406.03 | Sales Comparison Approach 
Adjustments to comparable Sales 
We have established guidelines for the net and gross percentage adjustments that underwriters may rely on as a 
general indicator of whether a property should be used as a comparable sale. 


* Generally, the dollar amount of the net adjustments for each comparable sale should not exceed 1576 of the sales 
price of the comparable. When the adjustments exceed 15%, the appraiser must comment on the reasons for not 
using a more similar comparable. 


* Further, the dollar amount of the gross adjustments for each comparable sale should not exceed 25% of the sales 
price of the comparable. The amount of the gross adjustment is determined by adding all individual adjustments 
without regard to the positive or negative adjustments. When the adjustments exceed 25%, the appraiser must 
comment on the reasons for not using a more similar comparable. 


* Individual adjustments that are excessively high should be explained by the appraiser and reviewed carefully by 
the lender's underwriter, In some circumstances, the use of comparables with higher-than-normal adjustments may 
be warranted, but the appraiser must satisfactorily justify his or her use of them. 


The appraiser must research the market and select the most comparable sales that are available for the subject 
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property and then adjust them to reflect the reaction of the market to the differences (except for sales and financing 
concessions) between the comparable sales and the subject property, without regard for the percentage or amount 
of the dollar adjustments. If the appraiser's adjustments do not fall within our net and gross percentage adjustment 
guidelines, but the appraiser believes that the comparable sales used in the analysis are the best available and the 
best indicators of value for the subject property, the appraiser simply has to provide an appropriate explanation. If the 
extent of the appraiser's adjustments to the comparable sales is great enough to indicate that the property may not 
conform to the general market area, the lender's underwriter must review the property carefully. 


Author's Comments: The Net Adjustment (Total) space is used to report the net total of all 
VALUE ADJUSTMENTS made in the + ()$_____ Adjustment column above. The appraiser must 
also indicate whether, on balance, the total is positive or negative by checking the appropriate 
box. If the total adjustments appear excessive in relation to the sale price as outlined in the box 
above, the appraiser would be well advised to reexamine the comparability of that sale. 


Adjusted Sale Price of Comparables 


Author's Comments: Tbe Adjusted Sale Price of Comparables is calculated for each comparable 
by adding (or subtracting if appropriate) its Net Adjustment (Total) to (or from) its Sale Price, It is 
good appraisal practice to round the Adjusted Sale Price of Comparables to reflect the appraiser's 
opinion of the accuracy of the adjusted value. When the market data is so good that the appraiser 
feels the estimate is within one hundred dollars, the estimate should be rounded to the nearest 
hundred dollars. More often, the appraiser will feel that the estimate is accurate to the nearest 
thousand and, on more expensive homes, to the nearest five thousand dollars. 
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Case Study #4: Sales Comparison Approach 


FEATURE ee COMPARABLE SALE #1 COMPARABLE SALE # 2 COMPARABLE SALE # 3 
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Assignment: Using the data in the Case Study Data in chapter #4 complete the Sales 
Comparison Approach Section of the URAR. 


The Indicated value of the Subject Property based on the Sales Comparison 
Approach is $ i 
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Subject & Comparables - Did/Did Not Research 
U -2009 3 DARDS RULE 1-57 


* When the value opinion to be developed is market value, an appraiser must, if such information is available to 
the appraiser in the normal course of business: 


(a) “ analyze all agreements of sale, options, and listings af the subject property current as of the effective date of 
the appraisal; and 


(b) analyze all sales of the subject property that occurred with the three (3) year prior to the effective date of the 
appraisal." 


The URAR requires the appraiser to report his or her analysis and canclusions on key areas in a clear and succinct 
yes/no format to address whether: 


* the subject property is currently offered for sale or if it was offered for sale in the twelve months prior to the 
effective date of the appraisal; 


* the appraiser analyzed the contract for sale for the subject property for a purchase money transaction; 


* the appraiser researched, analyzed and reported on the sale (or transfer) history for the subject property and 
comparable sales. 


Author's Comments: Check the box that is appropriate. If "did not" is checked, you must pro- 
vide a valid reason why you failed to do so. Kcep in mind that Fannie Mae expects this to be 
done within the scope of work for appraisals for loans submitted to them. 


This line on the URAR reflects the increasing emphasis on reporting and analyzing the sales 
history of both the subject property and the comparable sales. 


Author's Comments: Fannie Mae, Freddie Mac, and the USPAP all require the appraiser to 
research any available sources of information that would include a record of the sale of the 


* Uniform Standards of Professional Appraisal Practice, The Appraisal Foundation, Washington, DC, 2008-2009 Edition 
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subject property for three years prior to the date of the appraisal. 


Check the appropriate box to indicate the results of your research. and indicate the data sourc- 

| es you used. The data source for the prior sales of the subject does not have to be the same as 
the appraiser’s data and/or verification source that was reported at the top of the adjustments 
grid. It is good practice to include in your data sources the Seller, Owner, Realtor, and any 
known closing attorney. 


Comparable Sales One Year Sales History Research Result 


Author's Comments: Fannie Mae and Freddie Mac require the appraiser to research any avail- 
able sources of information that would include a record of the sale of the comparable sales up 
to one year before the date of sale of the comparable sale. 


Check the appropriate box to indicate tbe results of your research, and indicate the data sourc- 
es you used, The data source for the prior sales of the comparables does not have to be the 
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justments grid. 


Your answer to this question may be closely looked at by Fannie Mae, Freddie Mac, and the 
lenders who want to avoid making loans where "flipping" may be involved. I recommend you do 
not check the "did not" box unless you have actually tried to get this information from all of the 
data sources mentioned above. 


Grid: Sale/Transfer Subject Property & Comparable Sales 


Author's Comments: Using just this grid may not be sufficient to report the results of your 
research on the three year sales history of the subject property and the one year sales history 
of each comparable sale. The additional information and analysis should be reported on the 
blank lines on page 3 of the URAR, 


When you check a data source, the information in it may not be current to the date of the ap- 
praisal For example, the MLS may only have information up to the end of the previous month 
or week, This must be reported in the appraisal 


Analysis of prior sales/transfer history 


e Mae June 30, 2002 Part X1 C j iser mments and Indicated Value 
The appraiser's analysis for a property should include narrative comments about any prior sales of the subject 
property and the comparable sales, as well as about any current agreement of sale, option, or listing of ihe subject 
property. The appraiser's comments should also reflect his or her reconciliation of the adjusted (or indicated) values 
for the comparable sales and identify the sales that were given the most weight in arriving at the indicated value 
for the subject property. For two- to four-family properties, the appraiser should also provide an evaluation of the 
typical purchaser's motivation for purchasing the property and an analysis of any current agreement of sale option 
or listing for the subject property. 


Author’s Comments: The space used for providing narrative comments related to the sales 
comparison analysis was significantly expanded for the appraiser's analysis of any prior sales 
of the subject property and the comparables, as well as of any current agreement of sale, op- 
tion, or listing of the subject property (to assure compliance with the Uniform Standards of 
Professional Appraisal Practice), 
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The appraiser should make a significant attempt to obtain a signed copy of the Contract for Sale. 
Sometimes, the agreement of sale is supplied after the appraiser has completed and delivered 
the appraisal to the Lender/Client. The appraiser is then asked to submit a letter or addenda to 
the appraisal saying that he or she has reviewed the Contract for Sale and either found that it 
has no effect on the appraisal or explain how it does affect the appraisal. 


This supplemental letter or addenda has tbe potential of getting the appraiser into all kinds of 
trouble. [recommend that a new appraisal be made instead. 
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Sales Comparison Approach - Part #7 Summary _ 
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Summary of Sales Comparison Approach 


Author's Comments: The Summary of Sales Comparison Approach section has two major uses. 
The first is to explain how the SALES COMPARISON APPROACH is reconciled. This should not 
be an averaging technique, but rather a reasoning process. Explain which comparable sales are 
given most weight, which adjustments seem most reliable, and how the final sales comparison 
estimate of value is selected. The second use is to explain the basis for the adjustments, espe- 
ciaiiy (nose which are signiiicani i size. Aujusuncuis cán De Vaseí On uie ¡OL Wilig 


1. Market studies made by the appraiser or made available to the appraiser 
2. Matched pairs of sales where other differences are eliminated 


3. Cost data from which the appraiser deducts appropriate estimated depreciation (This is 
a good technique for small differences in physical characteristics) 


4. Estimates based on the appraiser's training, experience, and knowledge of the market. 
(All too often, this is the only method available to make a particular adjustment) 


5. Regression and other computer studies that, in the appraiser's judgment, apply to the 
subject market and property 


NOTE: It ís a rare appraisal where all of the above will fit in the Summary of Sales Compari- 
son Approach. Therefore, the lines on Page 3 and an addendum page are usually necessary. 


Indicated Value by Sales Comparison Approach $ 


Author's Comments: Fannie Mae and Freddie Mac require a single figure and not a range. 


The figure given should be rounded to indicate the accuracy of the estimate. Most appraisers 
tend to round to a minimum of the nearest thousand dollars, unless they strongly feel that 
their estimate is more accurate. 
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+ GOST APPROACH TO VALUE [not required by Fannie Mae]: ^ 
Provide pedes information fer [^ lender to replicate the betow cost figures and calculations. 2 
Support fer the opinion of site value (summary of comparable land sales or other methods for estirating site value) 
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COST APPROACH 


Introduction 


Fannie Mae — June 30, 2002 4 . PartXI Chapter 4, Section 407. Cost Approach to Value 

The cost approach to value assumes that a potential purchaser will consider building a substitute residence that has 
ihe sama use as the property that is being appraised. This approach, then, measures value as a cost of production, 
The reliability of the cost approach depends on valid reproductlon cost estimates, proper depreciation estimates, and 
accurate site values. We will not accept appraisals that rely solely on the cost approach as an Indicator of market 
value. 


We do not require the appraiser ta consider the cost approach to value for any appraisal that is documented on 
the Desktop Underwriter Quantitative Analysis Appraisal Report (Form 2055), the Desktop Underwriter Qualitative 
Analysis Appraisal Report (Form 2065), or the Desktop Underwriter Individual Cooperative Interest Appraisal Report 
(Form 2095). 


Furthermore, the appraiser does not need to consider the cost approach to value when appraising a unit in a 
condominium or cooperative project since this approach may be impractical for estimating the value of an individual 
unit because each unit is an integral part of the project development, 


The cost approach to value may be a good indicator of value for newer or renovated properties that are one- to four- 
family residences, or detached, semi-detached, or townhouse units in PUD projects. However, as the effective age of 
a property increases, the reliability of the cost approach may decrease because the depreciation estimates may be 
subjective. An appraiser should use his or her best judgment regarding the applicability of the cost approach to value 
when the property being appraised is an older property; however, if the appraiser does not use the cost approach, 
he or she must explain why it was not used and provide an opinion of value for the site. 


Fannie 5, 1994 Site Value Rural Properties 

Wa have recently become aware that there is some uncertainty about our property guideline that discusses the 
percentage of the total appraised value of a rural property that the site itself may represent. We have also received 
reports thatthis guideline is often misapplied to properties in more highly developed locations where it is not uncommon 
for sites to represent a relatively high percentage of the total value of a property. These misunderstandings or 
misapplications of policy may have the unfortunate effect of unnecessarily restricting mortgage finance opportunities 
for residents of rural locations. Therefore, we are eliminating our guideline about the relative percentage of value that 
should be applied to the site value of a property. 


Cost Approach - Part "m introduction (Contd) 
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Author's Comments: Fannie Mae and Freddie Mac do not require the use of the COST AP- 
PROACH on tbe URAR. However, it is up to the appraiser to determine if the cost approach is 
needed tn make a credihle appraisal. If it is, it must he included and then the Fannie Mae guide- 
lines on how to prepare the cost approach should be followed. 


It is also necessary to determine, as part of the scope of work discussion with the client, if they 
want a cost approach. Often a client will want a cost approach even when the appraiser does 
not believe it is necessary in order to make a credible appraisal. Again, for whatever reason it is 
used, it is then required by Fannie Mae that their guidelines be followed. 


Some appraisers do not wish to provide a cost approach unless it is needed to make a credible 
appraisal as they feel the client is using it for insurance purposes. This is a business decision 
that the appraiser needs to make. 


Whenever a client asks for something extra that is not needed to make a credible appraisal they 
can legitimately do so as long as their request does not make the appraiser violate the USPAP. 


Promete The inier Aann mat hace te figo with thair Panay The Hma ta Sa ia thia 


out is during the scope of work negotiation, and not after the work has been started. 


Steps of the Cost Approach 


There are five basic steps to the COST APPROACH. Essentially they provide for an estimate of 
site value, to which is added the depreciated reproduction cost or TOPACA cost (new) of the 
improvements as of the date of the appraisal. 


1. Estimate the value of the site as if vacant. 


2. Estimate the reproduction cost or replacement cost (new) of all the improvements (excluding 
any included as part of the site value). 


3, Estimate accrued depreciation from all causes (physical deterioration, functional obsoles- 
cence and external obsolescence). 


4. Deduct accrued depreciation from the cost (new) of the improvements to arrive at a depreci- 
ated value of improvements. 


5. Add the site value to the depreciated value of the improvements to obtain the indicated value 
by the cost approach. 


Provide adequate information for the lender client 


Fannie Mae and Freddie Mac have added an additional reporting requirement: "Provide ad- 
equate information for the lender /client to replicate the below cost figures and calculations." 


In order to comply with this requirement, the appraiser must provide details on how the re- 
production or replacement cost was calculated. A good way to provide this information is to 
attach a copy of the computer printout or worksheet used to calculate the reproduction or 
replacement cost. 
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Support for the opinion of site value 


Fannie Mae — December 314,1994 1  PartVl, Chapter 4, Section 408.01 Site Value 
If the appraiser's estimate of the value for the site is one that is not typical for a comparable residential property in the 
subject neighborhood, he or she must comment on how the variance affects the marketability of the subject property. 


Estimate the Value of the Site 


The value of the site is normally estimated assuming it is unimproved and ready to be used 
for its highest and best use. 


In the past, the estimate of site value was part of the cost approach in the valuation process. 
Now it is considered to be a separate step. 


The two most common ways to estimate the value of the site are: 


1. Use comparable sales of vacant sites in the same market as the subject property, making 
whatever adjustments are needed to reflect the differences between the subject site and the 
comparable site sales. When this method is used, the appraiser should add an addendum to the 
appraisal report that provides information about each of the comparable site sales and what 
adjustments were needed. 


2. Obtain the site value using the extraction method. This is a technique in which land value is 
extracted from the sale price of an improved property by deducting the value contribution of the 
improvements, estimated at their depreciated cost. The remaining value represents the value of 
the land. The technique is often used to estimate the value of shoreline property and rural land 
where the ratio of the value of the land is high compared to the value of the improvements. 


Example: A shoreline site sold for $600,000. It was improved with an old 2,000 square foot 
house with a depreciated value of $80 per square foot or $160,000. The value of the site is 
$600,000 less the value of the improvements $160,000 or $440,000, From this figure must be 
deducted the cost to remove the improvements. 


See also: Cost Approach-Part £5-Opinion of Site Value on page 5-73 
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Reproduction Or Replacement Cost Data 


Reproduction Cost 

The reproduction cost estimate should reflect the cost of construction based on the current prices of producing 
a replica of the property being appraised, including all of its positive and negative characteristics. Although the 
construction materials used for the estimate should be as similar as possible to those used for the subject property, 
they do not have to be exactly the same. 


Author's Comments: The estimated reproduction or replacement cost new, i.e., the cost of repro- 
ducing the subject structures using the sarne floor plan, materials and workmanship, is shown 
here. This section of the COST APPROACII starts with two check boxes to indicate whether 
reproduction cost or replacement cost was used for the approach. 


Reproduction cost is the cost of reproducing the subject house using the same floor plan, 
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RALRALICA ACLATI, LEAR Vy LR ARAARCALALALAA]z. 


It is recognized that in some cases involving older buildings containing obsolete materials or 
unusual functional features, it is difficult, i£ not impossible, to estimate reproduction cost new 
with any reasonable degree of accuracy. Therefore, in such cases, the replacement cost may be 
used including a description of the materials used for the estimate. When using replacement 
cost, also state the functional deficiencies that have been eliminated. 


If the building is too old to estimate reproduction cost, it probably is too old for the COST 
APPROACH to be meaningful. 


Author's Comments: The appraiser must provide details on how the reproduction or replace- 
ment cost was calculated. A good way to provide this information is to attach a copy of the com- 
puter printout or worksheet used to calculate the reproduction or replacement cost. 


Comments on Cost Approach 


Author's Comments: Information on the following items are often needed: 
e Site Value 
* Physical deterioration. 
* Functional obsolescence 
* External obsolescence 
* Construction warranty 
* The Opinion of Site Value basis should be explained here or in the addenda. 
* The square foot (size) calculation for the property may be shown on these lines 


or indicated on the exterior building sketch of the improvements, which Fannie 
Mae requires as an exhibit in the addenda section of each appraisal report. 
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* Construction Warranty programs are gaining popularity with home buyers 

and sellers in many areas. These warranties provide protection against 
structural and mechanical defects for purchasers of new and used 
residences, but they often vary substantially from each other with respect 
to the defects covered and the term of the coverage. The URAR no longer 
provides space to indicate whether or not the residence is covered by a 
construction warranty, When such a policy is in effect, the name of the 
warranty program and when the warranty program expires can be 
reported bere or in the addenda. The appraiser should report his or her 
judgment as to what effect (if any) the warranty insurance policy has on 

| the value of the property. 
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Cost Approach - Part #4 Remaining Economic Life: 


Estimated Remaining Economic Life (HUD and VA only) 


| Fannie Mae — june 30, 200Z Fari Xi Cnapier 4, Section 405.10 Remaining Economic iiie 
Because our appraisal report forms that are used for manually underwritten mortgagas are dasigned tn maet the 


needs of several different user groups, they address the remaining economic life for the property being appraised. 
However, the appraiser does not need to report the remaining economic life for a mortgage that will be delivered to 
us. Even if the appraiser does report this information, the lender does not need to consider it because any related 
property deficiencies will be discussed in the sections of the appraisal repart that address the improvements analysis 
and comments on the condition of the property. We have no requirement that the mortgage term have any correlation 
to the remaining economic life of the property. 


Author's Comments: The estimated Remaining Economic Life is the appraiser's forecast of the 
number of years that the improvements will contribute to the value of the property. Often, the 
site itself has substantial value at the end of this period. 


The URAR provides space for an estimate of Remaining Economic Life. It is not required by Fred- 
die Mac or Fannie Mae, but it is required bv some lenders. Appraisers must take great care in 
making this estimate, as some lenders limit the term of the mortgage based on it. 


Many appraisers believe it is impossible to estimate Remaining Economic Life unless a property 
is nearing the end of that life. However, most feel the estimate can be made, provided it is quali- 
fied by projecting no substantial future changes in the four great forces (governmental, physi- 
cal, economic and social) that affect value in a particular neighborhood. The problem is that the 
probability of these forces remaining unchanged for long periods of time is remote. Therefore, an 
estimate of long Remaining Economic Life based on this assumption serves little purpose. 


It is no longer considered good appraisal practice to estimate the Remaining Economic Life by 
projecting an historic rate of depreciation into the future. 


When forecasting Remaining Economic Life, the appraiser must consider the quality of both de- 
sign and construction of the house, along with its condition, in relation to the projected effects 
of the four great forces on its value and economic life. When a residence is remodeled, subjected 
to excessive wear and tear, or affected by forces different from those projected, the Remaining 
Economic Life may also change. 
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Opinion of Site Value 


Author's Comments: The final estimate of the Site Value is reported on this line. Details about 
the basis of the estimate should be explained on the comments lines. Do not include the value 
of the site improvements in this figure, as it is entered separately below on the form. 


Included in the Site Value should be all costs to develop the site not included on the "As-is" Value 
of site improvements line. Be careful not to duplicate items. For example, wells and septic sys- 
tems are significant items that often (by mistake) are included in both the Site Value and the 
Site Improvement Value. 


When a house is on leased land and the land rent being paid is the same as the current eco- 
nomic (market) rent, there is no leasehold value. “0” is entered for the OPINION OF SITE VALUE. 
If the rent being paid is less than the economic (market) rent, the discounted value of the dif- 
ference is the value of the leasehold and this figure is entered for the opinion of site value. For 
properties involving a leasehold, an addendum sheet should be attached with details of the lease 
and how leasehold value (if any) has been calculated. 


Site value can be estimated in built-up areas by estimating what percentage of the total property 
value (in the same neighborhood) the typical site represents. The percentage can then be used 
to estimate the value of the site being appraised by multiplying the estimated total value of the 
property by the typical site/property ratio. Care should be exercised in using this technique as 
it may be subject to substantial error. 


See also: Cost Approach-Part #2-Site Value on page 5-67 
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Total Estimate of Cosi-New 


| Author's Comments: Usually, these figures are derived from a costs service or builders cost 
estimates. Remember, Fannie Mae and Freddie Mac require, if you elect iv use ihe vost. ap- 
proach, that the appraiser provide sufficient information in the Comments lines to allow the 
reviewer to verify the appraiser’s calculations. 


Depreciation 
Fannie Mae June 30, 2002 Part XI Chapter 4, Section 407 Cost Approach 
Physical Depreciation 


Physical depreciation (which is traditionally referred to as physical deterioration) is a loss in value that is caused by 
deterioration in the physical condition of the improvements. An appraiser generally classifies physical deterioration 
as “curable” or “incurable.” Curable physical deterioration refers to items of deferred maintenance — for example, 
painting or items currently in need of repair (such as broken stair rails). Incurable physical deterioration refers to 
other Items that currently are not practical or feasible to correct — for example, furnaces or roof shingles that have 


‘ , 
DUL CASA id VID VES UE iwi doii isik uibs 


Fannie Mae June 30, 2002 Part XI Chapter 4, Section 407 Cost Approach 
Functional Depreciation 

Functional depreciation (which is traditionally referred to as functional obsolescence) is a loss in value that is caused 
by defects in the design of the structure — for example, inadequacies in such items as architecture, floor plan, or 
sizes and types of rooms. It also can be caused by changes in market preferences that result in some aspect of the 
improvements being considered obsolete by current standards — for example, the location of a bedroom on a level 
with ho bathroom, or access to a bedroom only through another bedroom. 


Fannie Mae  June30,2002 .  PariXIChapter4, Section 407 Cost Approach 
External Depreciation 

External depreciation (which Is traditionally referred to as economic obsolescence) is a loss in value that ls caused by 
negative Influences that are outside of the site, such as economic factors or environmental changes — for example, 
shopping centers, expressways, or factories that are adjacent to the subject property. 


Author's Comments: There are three types of depreciation: physical deterioration, functional 
obsolescence, and external obsolescence. The appraiser should estimate the value lost to each 
of the three types of depreciation and enter the dollar value in the appropriate column in this 
space. 
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“As-is” Value of Site Improvements 


Author's Comments: There is no universal agreement among appraisers as to which improve- 
ments are classified as Site Improvements and which are part of the Site Value. Based on the 
SITE section of the URAR and Form 2055, it appears the following items should be included in 
the "As-is" Value of Site Improvements. If these are included as Site Improvements, do not also 
include them as part of the Opinion of Site Value. 


Clearing, grading, or other landscaping 
Drainage systems 

Installation of public utilities 

Access driveways, streets, and alleys 
Outside lighting and poles 

Sidewalks and curbs 

Fences and walls 


The appraiser must also decide whether to include the following items as Site Improvements 
or as part of the cost of the house. The custom of the area where the subject house is located 
should be considered. 


* Septic systems and cesspools 

* Utility connections 

* Wells and well pumps 

* Patios, pools and tennis courts 


The best way to avoid confusion is to list on an addendum sheet those items which are includ- 
ed as part of the site, site improvement, and improvement value estimates. 


NOTE: "As is" means that the items are reported at their contributory or depreciated value. This 
eliminates the need to estimate the reproduction cost of large trees and other site improvements. 


Indicated Value by Cost Approach 


Fannie Mae 1 June30,2002. | Á— —9 PartXI Chapter 4, Section 407. Cost Approach 
Indicated Value 


The appraiser arrives at the indicated value of a property by estimating the reproduction cost of new improvements, 
subtracting the amount of depreciation from all causes, and adding his or her opinion of value for the site if it were 
vacant and available to be developed to its highest and best use. 


Author's Comments: The Indicated Value By Cost Approach is calculated by adding the "As-is" 
Value of Site Improvements and the Site Value to the Depreciated Cost of Improvements. 
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Case Study #5: Cost Approach 


a! 
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‘GOST APPROACH TO VALUE (nat required by Fannie Mae) -- 
Provide adequate informaron for the lenderíciien to replicate the below cost figures and calculations. 
Support for the opinion of site value (summary of comparable land sales cr other methods for estimating site value} 


[8 

Q 

= ESTIMATED [7] REPRODUCTION OR [C REPLACEMENT COST NEW 
Source of cost dala 


Assignment: Using the data in the Case Study Data in Chapter #4 complete the 
Cost Approach Section of the URAR. 


Report Writing and Case Studies ; URAR Guidelines, Instructions & Casa Studies 5-77 
Income Approach 


INCOME APPROACH 


Introduction 

Fannie Mae — June 30, 2002 .  PartXIChapter 4, Section 408 1 Income Approach to Value 
Introduction 

The income approach to value is based on the assumption that market value is related to the market rent or income 
that a property can be expected to earn. Its use generally is appropriate in neighborhoods that consist of one-family 
properties when there is a substantial rental market, and it can be an important approach in the valuation of two- 
to four-family properties. However, it generally is not appropriate in areas that consist mostly of owner-occupied 


properties since adequate rental data generally does not exist for those areas. We will not accept an appraisal if the 
appraiser relies solely on the income approach to value as an indicator of market value. 


Author's Comments: The INCOME APPROACH is used by very few appraisers for single-family 
houses. This is unfortunate, because when used correctly, it can be a valuable tool. There are 
ample rentals to develop the needed Gross Rent Multiplier and Estimated Monthly Market Rent 
in far more markets than most appraisers realize. The INCOME APPROACH works best when 
a large number of comparable rental/sales are used to develop the market rent and multiplier. 
A good source of these comparables is Realtors who are active in the market where the subject 
property is located. 


Fannie Mae and Freddie Mac do not require the use of the INCOME APPROACH on the URAR. 
When the Income Approach is not used because it is not required as part of the Fannie Mae 
or Freddie Mac Scope of Work. It is up to the appraiser to determine if the Income Approach is 
needed to make a credible appraisal. 
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Income Approach: (Cont d) 
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Estimated Monthly Market Rent 


To compuie ¡he Estimaled Monthly Markei Reni, find comparable rental proper ties iu Ue sane 
or a similar neighborhood to the property being appraised. Compare their monthly rent with 
that of the property being appraised (if it is rented) to confirm that the subject's rent is typical 
of the market. If the subject property is rented and the price is typical, enter the monthly rent 
in the Esttmated Market Rent $ space. Otherwise, adjust each comparable rent for significant 
differences between the comparable and the subject property. Consider the adjusted monthly 
rents and reconcile the data into the Estimated Market Rent $ for the subject property, assuming 
it is vacant and available to let on the date of the appraisal. If the subject property is leased on 
the date of the appraisal the terms of the lease should be considered as part of the analysis. 


Gross Rent Multiplier 


aris e 
Multiplier 
The gross rent muitipiier is determined by uividing ine sales prices ui comparabie properiies tial were rel lied alinea j 
time of sale by their monthly market rent, which is then reconciled to create a single gross rent multiplier (or a range 
of multipliers) for the subject property. 


The second step of the INCOME APPROACH is to develop a Gross Rent Multiplier. Find residences 
in the same or a similar neighborhood to the subject property that recently sold and were rented 
at the time of sale. The residences themselves should also be reasonably similar to the subject. 
Divide the sale price of each property by its monthly rental (unfurnished & without utilities) to 
obtain a multiplier. Reconcile the multipliers developed above to derive a Gross Rent Multiplier 
(GRM) applicable to the subject. This should not be an average, but rather a judgment of com- 
parability and applicability. 


Indicated Value by Income Approach 


Fannie Mae — June 30, 2002 Part XI Chapter 4, Section 408 Income Approach to . Value 
Steps 

To arrive at the indicated value by the income approach to value, the appraiser multiplies the total gross estimated 
monthly market rent for the subject property by a reconciled gross monthly rent multiplier. (Because of the way 
ihe appraiser's opinion of value is derived under this approach, the income approach to value provides a reliable 
Indication of value only when the comparable sales are truly comparable.) 


The third step of the INCOME APPROACH is to multiply the Estimated Market Rent $ by the 
Gross Rent Multiplier to obtain an Indicated Value by Income Approach for the subject. 


Summary of Income Approach 


Fannie Mae — June 30, 2002 Part XI Chapter 4, Section 408 Income Approach to Value 
Applicability 


The appraiser must use his or her best judgment regarding the applicability of the Income approach to value. An 
instance in which the income approach may not be an appropriate indicator of value involves the appraisal of a two- 
family rental property in a neighborhood that is dominated by two-family properties that are owner-occupied. In such 
cases, the appraiser does not need to develop a gross monthly rent multiplier, but must report the astimated market 
rent for the subject property. In such cases, the appraiser should provide an appropriate explanation of why he or she 
chose to report in this manner. 
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à d Cer lato ciet cu^ o INCOME APPROACH TO VALUE (not required by Fannie Mae} - 


X Gross Rent Multiplier =$ indicated Value b Pry epe 
ary of Income Apprea xh including support for market rent and GR 


Assignment: Using the data in the Case Study Data in Chapter #4, complete the 
Income Approach Section of the URAR. 
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This appreissHia made L | "mis; 11 subject to completion per plena and speellizliensun ie basie nt a hypolheticsl amiron thal The frnerovenerits have | | 
compis, 7] eubjoci f jies owing reir of allemtenson Ihe tesis of a hypedietical coilion lhal. tha repairs ot alienae have ess completed, or Da adjes tothe 
Wiha Required despaction based on the extraordinary eot ption Bet ey maithe or ediciones ioci nol resulte alteratio ot repair: 


Based on a conplete visual inspection ol the [nferinr and exterior arena of the euhject property, defined scope of werk, statement of assumptione and ilmiting 
conditions, and appratsars certification, my four} opinion of the market valus, a defined, of tha real property that Ie the subject of this report is 
g E , Which la tha dota of Inspection and the affective data ef this appatesk 


Freddie Mae Foun 20- March 2008 Page Zoi 6 Fannie Nae Form (04 Mareh 2805 


RECONCILIATION 


Introduction 


Fannie Mae has clarified that the purpose of the appraisal is to estimate the market value of 


thin Henni Seaver thant in the aa af tha FREE, Thio manng that the arenas vreaild noard 
i 


to perform a separate analysis if significant personal property is included. Therefore, when a 
property is sold including kitchen appliances, washer and dryer, and other items of personal 
property, it is quite common for the appraised value to be less than the sale price, which often 
includes these non-realty items. 


Indicated Value by the Approaches 


Author's Comments: If one or more of the approaches to value is not developed, a simple com- 
ment to this effect should be entered on the blank lines in this section, including the reason why 
it was not developed. 


Clearly, the scope of work required by Fannie Mae for the URAR does not include the 
development of a cost approach or income approach. However, the USPAP does not permit an 
appraiser to eliminate either approach just because the Lender/Client (or Fannie Mae) excludes 
them from their required scope of work, if the appraiser thinks they are needed to make a 
credible report. 


Appraisal is made... 


“The Appraisal is made O “asis” O subject completion per plans and specifications on 
the basis of a hypothetical condition that the improvements have been completed or U 
subject to the following required inspection based on the extraordinary assumption 
that the condition or deficiency does not require alteration or repair." 


Fannie Mae June 30, 2002 Part XI Chapter 4. Section 202  — Status of Construction 
(Proposed Construction) 

Generally, we require the improvements for the subject property to have been completed when the mortgage is 
delivered to us. However, we do make some exceptions to this and, in such cases, an appraisal report should be 
developed in accordance with the following criteria: 


* For new or proposed construction, an appraisal may be based on either plans and specifications or an existing 
model home, if the lender obtains a certification of completion before it delivers the mortgage to us. This certification 
should be completed by the appraiser, state that the improvements were completed in accordance with the 
requirements and conditions in the original appraisal report, and be accompanied by photographs of the completed 
improvements. 
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Fannie Mae — June 30, 2002 111 PartXlChapter4. Section 202 Status of Construction 
(Existing Construction) 


* For existing construction, an appraisal may be based on the “as is" condition of the property if minor conditions 
that do not affect the liability of the property exist — such as minor deferred maintenance — as long as the appraiser's 
opinion of value reflects the existence of these conditions. The lender must review carefully the appraisal for a 
property appraised in an "as is” condition ta assure that the property does not have any physical deficiencies or 
conditions that would affect its livability. If there are none, the lender does not need to require minor repairs to be 
completed before it delivers the mortgage to us. 


When there are incomplete items or conditions that do affect the livability of the property — such as a partially 
completed addition or renovation — or physical deficiencies that could affect the soundness or structural integrity 
of the improvements, tha property must be appraised subject to completion of the specific alterations or repairs. 
In such cases, the lender must obtain a certificate of completion from an appraiser before it delivers the mortgage 
to us. The certification does not need to include photographs of the property unless those that accompanied the 
original appraisal report are no longer representative of the completed property 


Generally, ihe original appraiser should complete any required certification of completion; however, the lender may 
use a substitute appraiser. In such cases, the substitute appraiser must review the original appraisal and certify that 
the original appraiser's description of the property was accurate and the opinion of market value was reasonable on 
the date of the original appraisal report. The lender should note in its files why the original appraiser was not used. 


Note: There are many people, including the author, who believe that the proce- 
dure prescribed in the proceeding paragraph (shown in italics) does not comply 
with the USPAP. 


Author's Comments: Most lenders require that the value estimated be based on the “as is" 
condition. However, if structural repairs are needed to make the property livable or saleable, 
they should be itemized, together with an estimate of their cost. Some lenders also require a list 
(with costs-to-cure) of items of Physical Curable Deterioration. 


When the appraisal is made subject to plans and specifications, the appraisal should indicate 
the source, location, and exact identity of the plans and specifications, 


If the appraisalis made subject to repairs, alterations, or conditions, the appraiser must care- 
fully and in detail spell out exactly what the repairs, alterations, and conditions are. Often a 
mortgage will be made subject to a requirement that the borrower make the needed repairs or 
alterations and correct the reported conditions. Unless these items are precisely described by 
the appraiser, the lender and borrower will have trouble determining exactly what needs to be 
done. 


NOTE: Some appraisers are now checking the “subject to the repairs, alterations, inspections, 
or conditions listed below" box whenever they have not been supplied with a Phase 1, 2 or 3 
environmental inspection. They indicate in the comments that their value estimate is based on 
ihe assumption that the property does not contain any detrimental environmental conditions 
or hazardous substances which might be revealed by an environmental inspection. 
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"The reconciliation leading to a value conclusion takes place in each step of the appraisal 
process. There is also a final reconciliation which leads to the final value estimate. 

...The accuracy of an appraisal depends on the appraiser's knowledge, experience, and 
judginent. Equally important are the quantity and quality of the available data that wil 
be reconciled in the final value conclusion. A judgment is made as to the validity and 
reliability of each of the value indications derived from the three approaches to value."* 


Final Value Estimate 


“Based on a complete visual inspection of the interior and exterior areas of the subject 
property, defined scope of work, statement of assumptions and limiting conditions, and 
appraiser's certification. my (our) opinion of the market value, as defined, of the real 
property that is the subject of this report is $ as of ^ 


—————————— Se oaae €————————————— 


which is the date of inspection and the effective date of this appraisal." 


Fannie Mae June 30, 2002 Part X! Chapter 4, Section 409 _Final Reconciliation 
The reconciliation process that leads to the appraiser's opinion of market value is an on-going process throughout 
the appraiser's analysis. In the final reconciliation, the appraiser must reconcile the reasonableness and reliability 
of each applicable approach to value and the reasonableness and validity ot the indicated values and the available 
data, and then must select and report the approach or approaches that were given the most weight. The final 
reconciliation must never be an averaging technique. 


If the appraiser has provided a comprehensive and logical analysis of the neighborhood and the property, the 


lender's underwriter should be able to reach a sound conclusion on the adequacy of the property as security for the 
mortgage. 


Author's Comments: Before you sign the report, you should consider the representations that 
are being made in this statement. If they are not correct, you cannot sign the report. 


(a) You made a complete visual inspection of the interior and exterior areas of the subject 
property. 


(b) No personal property is included in the value estimate (appliances, furnishings, above 
ground pool, etc.). 


(c) The date of inspection and date of appraisal are the same. 


* George F. Bloom and Henry S. Harrison, Appraísing the Single Family Residence (Chicago: American Institute of 
Real Estate Appraisers, 1978), pg. 295. 
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a Provide eta owing information for PUDs ONLY Tbe develoeralder isin eontra of the Boi Un regi a m doslig unit, 
kag Logal name of project 

Total number of phases Total number of units Tea number of aniis sold — 
5 Total number of unifs retiled Total numberof units for sale Data source(s) 
: Was the project coated bythe conversion of an exisbng building(s) into aPUD? [ | Yes [ ]No itYes, dale of conversion 
G H Does the project contain any mulli-dweling units? [.1Yes L] No Dela sourcals} 
y Are lhe.eslls, common elements, and recreation facilis complete? [ ]Ysa L] No |f No, describe the status of completion. 


; 


" Pre the common elements leased lo or by the Homeowners Association? [ 1 Yes C1 No if Yes, describe the tentat terms and options. 


Describe common elements and recreational facilities. 


Introduction 


Fannie Mae June 30, 1990 Chapter 3 — — — Special Appraisal Considerations 
Some typas of properties require special consideration in the property. and appraisal review processes to recognize 
the special contributions of unusual features, the detrimental effect of certain environmental conditions, or the need 
to meet specific criteria in order for a mortgage on the property to be eligible for delivery to Fannie Mae. 


Units in condominium, PUD, or cooperative projects also require special consideration because of the 
interrelationship between the property being appraised and other units within the development or project. We 
will purchase or securitize unit mortgages in condominium, PUD, or cooperative projects that meet our project 
eligibility criteria. To determine project eligibility, a lender often needs access to certain project information that 
is not always readily available — such as information about the project's insurance coverage, legal documents, 
or budget; the payment status of owners' association (or cooperative corporation) fees; and the ownership and 
occupancy status of individual units within the project. For this reason, we allow the lender to rely on the appraiser, 
the owners' association (or cooperative corporation), the management company, the real estate broker, and the 
project developer as sources of information, although we expect the lender to make a diligent effort to ensure the 
accuracy of the information obtained from these sources. Project acceptance — and the availability of financing — 
often depends on the willingness of the owners' association, cooperative corporation, or management company to 
obtain and provide requested information. 


Author's Comments: Most of the information in this PUD INFORMATION section is not re- 
quired by Fannie Mae and Freddie Mac for "Detached Units." However, some lenders as part of 
their Scope of Work, require it for all PUD appraisals. 


Pitfall to Avoid: The appraisal of a unit in a PUD requires special skills and experience. Keep in 
mind that if you accept one of these special assignments, you will be certifying that you have the 
necessary skills and experience (without getting help from anyone else) to do the assignment. 


Is the developer/ builder in control of the HOA? 


Author's Comments: The appraiser must determine who controls the Homeowners' Association 
(HOA). Initially, it is controlled by the developer who often has subsidized the operating cost. 
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At some point during the development of the project (this is often mandated by state law and 
based on the percentage of units sold), control of the HOA is turned over to property owners 


who elect a Board of Directors and officers to run the HOA: Typically, this is when about’ 7095 
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of the project has been sold. 
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Sometimes, property owners or Realtors do not know who controls the HOA. It may be neces- 
sary to interview the developer, the project attorney, etc., to obtain accurate information about 
the control of the HOA. 


Unit Type(s) 


Author's Comments: This question asks about all the "Unit Types" in the PUD, not just what 
is the subject property’s “Unit Type". 


If the project is not complete, do not assume that the uncompleted units will be the same as 
the completed units. Fannie Mae requires the appraiser to provide a significant amount of ad- 
ditional information about the PUDs only ii ine deveioper/ puiider is in coniroi oi tue HUA anu 
the subject property is an attached dwelling unit. However, the Lender/Client may require this 
information for all PUDs. 


Legal name of project 


Author's Comments: The name that appears on the signs is not always the legal name of the 
project. Likewise, you cannot depend upon the project name on the sales contract. 


The President of the HOA, management company, HOA's attorney, any other attorney who has 
closed the sale of a property in the PUD and the HOA's accountant are all good sources for find- 
ing out the legal name of the PUD project. 


Total number of phases, units, and units sold 


Author's Comments: The total number of units and total number of units sold is for all phases 
unless the appraiser indicates otherwise. The appraiser should indicate the breakdown broken 
into completed, partially completed, and units that have not be started. 


If the project is not complete, the appraiser should indicate the breakdown between the num- 


ber of sold completed units, sold partially completed units, and sold units that have not been 
started. 


Total number of units rented and for sale - Data source(s) 


Author's Comments: When the HOA is controlled by the property owners, there often is a 
management company that will have this information. 


Was the project created by the conversion of an existing 
building into PUD? 


Author's Comments: When the subject property is an attached dwelling unit, the appraiser 


mL 
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must determine whether it was always in PUD ownership or whether it is a conversion from "fee 
simple" or some other form of ownership. Conversion is not very common for PUDs. If the project 
is a conversion, you should consider whether it is necessary to provide additional information 
about the conversion history. 


Whoever you got this information from (developer, manager, attorney, etc.) hopefully can give 
you the date of the conversion. The recorded documents will almost always indicate this infor- 
mation. 


Does the project contain any multi-dwelling units? 


Author's Comments: If the project is not complete, the appraiser should inquire about any 
proposed multi-dwelling units and report the results of the inquiry in the comments section 
of the report. 


On many projects this answer can be obtained by observation. 


Are the units, common elements, and recreation facilities 
complete? 


Author's Comments: It is going to take some research to answer this question. The appraiser 
cannot depend just upon the results of their inspection of the property. It is quite common for 
the builder/developer not to complete the common elements in a timely fashion. When units 
are completed, the building inspector issues a Certificate of Occupancy. Therefore the building 
inspector knows if any units have not been completed. 


This can have a significant effect on the value of the property. 


It is harder to obtain accurate information about incomplete common elements and recreation 
facilities. Sometimes, the only way to obtain this information is to read the filed PUD docu- 
ments aud then inspect the property to see if the promised common elements and recreation 
facilities in the documents actually exist and are completed. 


Are the common elements leased to or by the Homeown- 
ers’ Association? 


Author's Comments: In some states it is still permissible for the developer/builder to maintain 
ownership of some or all of the common elements and/or recreational facilities, and to rent 
them to the HOA or to the individual unit owners. Sometimes they are even permitted to rent to 
people who are outside of the project. If either of these situations are permitted in your state, 
investigate how it works in the PUD development in which the subject property is located. All 
of this needs to be reported and analyzed, as it can have a significant effect on the value of the 
properties in the PUD. 


Describe common elements and recreational facilities 


Author's Comments: The description of the common elements and recreational facilities 
should include both complete and incomplete facilities. 
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General Information 


Author's Comments: On all previous versions of the URAR, each section had some comments 
lines. When the 2004 test version of the new URAR was released, one of the common com- 
plaints was that there was not enough room for comments. 


The final solution for the 2005 URAR was to include about a half a page devoted solely to com- 
ments at the top of page 3. These comments lines are in addition to the many comment lines 
in other sections of the forms. se 


Since these lines can be used for comments pertaining to any section of the form, it is helpful 
if each comment starts off with an identification as to which section the comment relates to. 
For example: 


"Cost Approach - When measuring the house, I did not include any part of the attic in 
the Gross Living Area measurements because the walls were plywood and the heat was 
inadequate electric baseboards. The rest of the house had walls that were sheetrock and 
the heat was hot water baseboard heat." 


Report Writing and Case Studies URAR Guidelines, Instructions & Case Studies 5-87 


Scope of Work 


_Uniform Residential Appraisal Report 


| This report form te designed to report an appraisal of a ons-unit property or a one-unit property with an accessory unit: 
including a unit Ina planned unit development (PUD), This repart form is not designed de repart an appraisal of e 
rianufeotunsd home or a unit in a condominium or cooperative project. 


This appraisal report is subject io the following scope of work, intended use, intended user, definition of market value, 
staternant of assumptions and limiting conditions, ana certifications. Madifications, additions, or deletions to the intended 
use, intended user, definition of market value, or assumptions and limiting conditions are nol permitted. The appraiser may 
expand the scope of work to include any additional research of analysis necessary based on the complexity of fils appraisal 
assignment. Modifications or deletions to the certifications are also not permitted, However, additional eertiieations that de 
not constitute material alterations to this appraisal report, sush as those required by law or dhoge related to the appraiser's 
continuing education or membership in an appraisal organization, are pammilted. 


wwe ee ans amas aan eta mnt m 


SCOPE OF WORK: The scope of work for this appraisal is defined hy the nomplexity of this appralsal assignment and the 
reporting requirements of this appcalsal sepert form, inetudlte the folaywing definition of market value, statement of 
assumplions and limiting conditions, and certifications. The appraiser must, ata minimos (1) perfora a complete visual 
inspection of thé Inferior and exterior areas of the subject property, (2) inspect the neighborlece, (3) inspect each of the 
comparable sales from at least the street, 44) research, verify, and analyze data from reliable public and/or private sources, 
arid (8) report his or her analysis, opinions, and conclusions in this appralest report. 


The scope of work required by Fannie Mae and other users of the URAR is spelled out on the 
form itself: 


"The scope of work for this appraisal is defined by the complexity of this appraisal assignment 
and the reporting requirements of this appraisal report form, including the following definition 
of market value, statement of assumptions and limiting conditions, and certifications. The ap- 
praiser must, at a minimum 


(1) perform a complete visual inspection of the interior and exterior areas of tbe subject prop- 
erty, 


(2) inspect the neighborhood, 


(3) inspect each of the comparable sales from at least the street, 


(4) research, verity, and analyze date from reliable public and/or private sources, and 


(5) report his or her analysis, opinions, and conclusions in this appraisal report." 
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INTENDED USE: The intended use of this appraisal report is for the lender/client to evaluate the property that is the 
subject of this appraisal for a morigage finance transaction. 


Information about Intended Use 


Author’s Comments: This is a very limited intended use. It precludes the Lender/Client using 
the appraisal for an overall evaluation of their mortgage portfolio, for example, as that would 
be amore general use than “a mortgage finance transaction.” It also does not include property 
owners or their agent using the appraisal report to determine an offering or listing price for 
their property or relying on the property inspection portion of the appraisal to determine the 
condition of the property. 


| | INTENDED USER: The intended user of this appraisal report is the lendertclient. | | 


O E a a manne emma d 


Information about Intended User 


Author's Comments: This paragraph spells out that if the appraisal is going to be acceptable 
to Fannie Mae and Freddie Mac, the Intended User is limited to the Lender/Client. This is a very 
limited intended user. It does not include the property owner or their agent using the appraisal 
for any purpose. This does not preclude the owner of the property from obtaining a copy of the 
appraisal. However, it does preclude them from using it for anything other than its intended 
use by the Lender/Client. This is important because if the appraisal is used for other than 
authorized purposes, it makes it much more difficult for the unauthorized users to successfully 
sue the appraiser. 
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€—————————A——D————————MÓ—— — ——  ——————— O e 


DEFINITION OF MARKET VALUE: The most probable price which a property should bring in a competitive and open 
market under all conditions requisite te a falr sale, ihe buyer and seller, each acting prudently. knawlaclgeably and assuming 
the price is not affected by undue stimulus, Implicitin ¿bis definition is the consummation of a sale as af a specified date and 
ihe passing of title from seller to buyer under eondilións whereby: (1) buyer and seller are typically motivated; (21 both 
panies are well informed or wall advised, and each acting in what he or she considers his or ber own best interest; (3) a 
teasonable time is allvwed for exposure In the open market; (4) payment ls made In teras of cash In, S. dollars or in terris 
of financial arrangements comparable Iherelo; and (5) ihe price represents the norma! consideration for the property sold 
unaffected by special or creative financing or sales sormessions* granted by angore associated wills the sale. 


*Adjastments to the comparables must be made for special or creative financing or sales concessions. No adiustmants are 
necessary for those costs which are normally paid by sellere as a result of tradition or law in a market area; these costs ara 
readily identifiable since the seller pays these costs in virtually all sales transactions. Special or creativa financing 
adjustments daa de made to ihe narmparable property by comparaons to financing terms offered by a thled party instifutional 
lender that is not alresdy involved in the property or transaction. Any adjustment should not pa calculated on a mechanical 
dollar Tar dollar cost of the financing or comession but the dollar amount of any adjustment should approximate the market's 
reaction to ihe financing or concessions based on tha appraiser's judgment. 


— me m o me tna a aetna eng 


Information about the 
Definition of Market Value 


Author's Comments: When an appraisal is made for Fannie Mae, Freddie Mac, or other federally 
related agencies, it must use the "Definition of Market Value” contained in federal legislation 
known as the Federal Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA). 


Information about Special Adjustments 


Author's Comments: The information required about how to make special adjustments for 
creative financing or sales concessions is spelled out by Fannie Mae and other users of the 
URAR is spelled out on the form itself: 


"Adjustments to the comparables must be made for special or creative financing or sales con- 
cessions. No adjustments are necessary for those cost which are normally paid by sellers as a 
result of tradition or law in a market area; these cost are readily identifiable since the sellers 
pay these costs in virtually all sales transactions. Special or creative financing adjustments 
can be made to the comparable property by comparisons to financing terms offered by a third 
party institutional lender that is not already involved in the property or transaction. Any ad- 
justment should not be calculated on a mechanical dollar for dollar cost of the financing or 
concession but the dollar amount of any adjustment should approximate the market's reaction 
to the financing or concessions based on the appraiser's judgement." 


5.90 URAR Guidelines, Instructions & Case Studies Report Writing and Case Studies 


- Statement of Assumptions and Limiting Conditions: 


| 


STATEMENT OF ASSUMPTIONS AND LIMITING CONDITIONS: The appraiser's certification in this report is 
Subled ta the following assumptlons and milling conditions: 


| | | t. The appraiser will not be responsible for matters of a legal nature that affect ether the property baling appralsed or the tle 
io it, gespit for Information thal ho or she became avare af duin he ressarch Involved In performing this anpraisal Tha: 


appraiser assumes that the fide ls good and marketable and will nat render any opinions about the title, 


2. The appraiser has provided a sketch in this. appraisal report io show the approximate dimensions of the improvements. 
Tha sketch is included arly to assist the reader in visualizing the property and understanding the appraiser's determination 
Qf fis size. 


4. The appraiser has examined the available flood maps that are provided by ihe Federal Emergency Management Agency 
(or other data sources) and has noted in this appraisal renort whether any portion of the subject sita is located in an 
identified Spacial Flood Hazard Area. Because the appraiser is not a surveyor, he or she makes no guarantees, express or 
lirpited, regarding this delenminatión. 


4. The appraiser will ot give testimony or appear In court because ha or she made an appriadsal of the property [n question, 
unless specific arrangemerds to do so have been made beforehand, or as otherwise required by [aw 


5. the appraiser bas noted in this apprafeel report any adverse conditions (such as needed repairs, deterioration, the " 


she became aware of during tha research involved in parfomaing this appraisal. Untess othenvise stated i this appraisal 
report the appraiser has fio kiowledte of any hidden of unapparent physical deficiencias or adverse conditions of the 
property (such es, but not fimited to, needed repairs, deterloration, the presence of hazardous wastes, tarie substances, 
adverse environmental conditions, etc.) thet would make Ihe property less valuable, and has assumed that there ere no euch 
conditions and makes no quarantees or warranties, express ar Esq The appraiser will not be responsible fer any such 
conditions thal de exist or for any enqineening or testing that might be required to discover whether such conditions exla, 
Because the appratser le not an expert in the field of environmental hazards, this appraisal report must not be considered as 
an arivironmental assessment of the property, ^ 


8. The appraiser has based his ar her appraisal report and valuation conclusion for an appraisal that is subject to satisfactory 
completion, repairs, or alterations an ihe assumption that tha campiation, repairs, or alterations of Te subject property will 
be perinrmed in a professional manner. 


Freddie Ming Fate 70 Marh 2006 Page 4 of 8 Fanne Mae Form 1004 kneh 3005 


Not Responsibility for Matters of Legal Nature and Title 


Author's Comments: When an appraiser is told about some legal problem by the owner, Real- 
tor or anyone else, the appraiser must disclose it in the appraisal report. 


Appraiser Has Provided a Sketch 


Author's Comments: Since you cannot alter this statement if the appraisal is to be used for a 
Fannie Mae or Freddie Mac transaction, you must include a sketch of the property showing its 
approximate dimensions. 


Flood Maps - Special Flood Hazard Areas 


Author's Comments: This item refers to "...ang portion of the subject site..." (emphasis addedl. 
This is an important clarification. In the past, some appraisers have taken the position that it 
was only necessary to report a property being in a flood area when the actual improvements 
were in the flood area. 


Report Writing and Case Studies = URAR Guidelines, Instructions & Case Studies 5-21 
Statement of Assumptions and Limiting Conditions (Contd) 


[4] Testimony in Court 


Author's Comments: One of the advantages of having an employment contract with your 
Lender/Client is that you can insert a provision in it that states that if you are required to 
appear in court as a result of making the appraisal, the Lender/Client will pay you for your 
time, In any event, if you are required to appear in court, don't be afraid to ask the judge, or 
the attorney, to have one of the parties pay you. Many courts take the position that when an 
expert witness is required to appear in court, he or she should be paid by whoever demands 
that they be there. 


No matter what you say on the appraisal however, you have to respond when you receive a 
subpoena. You cannot refuse to testify just because you will not be paid. 


It is always appropriate for you to discuss a subpoena with the lawyer who issued the sub- 
poena to try to work out how you will get paid and to try to resolve any scheduling conflicts. 


Sometimes, you should consult your own attorney for advice on what do to about a subpoe- 
na, 


If you are asked a question in court that you do not want to answer, you can ask the judge if 
you have to answer the question. You must do whatever the judge says. 


Adverse Conditions — Physical Deterioration - Environmental Hazards 


Author's Comments: The appraiser is required to report any adverse conditions observed 
during the inspection of the subject property or that he or she became aware of during the 
research involved in the performing of the appraisal. 


Property owners sometimes ask that the appraiser not report something that the appraiser 
observed, claiming that they plan to eliminate the problem prior to the closing of the loan. 
Lenders sometimes request that the appraiser not report something that they observed as it 
will cause problems with the proposed loan. It is a violation of the USPAP to agree with either 
of these requests. 


Satisfactory completion, repairs, alterations 


Author's Comments: This item on the 2005 URAR ís similar to the Classic 6/93 URAR, 
except that the wording "will be performed in a workman like manner" has been changed to 
“will be performed in a professional manner” It is nice to know that Freddie Mac and Fannie 
Mae now consider construction workers to be professionals (just like appraisers). On the other 
hand, it is possible that you don't have to be a professional to do work in "professional" work. 
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equired by Fannie Mae & Freddie Mac 


Exhibits Required by Fannie Mae and Freddie Mac 


| * A street map that shows the location of the subject property and of all 
comparables that the appraiser used; 


* An exterior building sketch of the improvements that indicates the dimensions. 
The appraiser must also include calculations to show how he or she arrived at the 
estimate for gross living area. A floor plan sketch that indicates the dimensions 
is required in addition to the exterior building or unit sketch if the floor plan is 
atypical or functionally obsolete, thus limiting the market appeal for the property 
in comparison to competitive properties in the neighborhood; 


* Clear descriptive photographs (either in black and white or color) that show the 
front, back, and a street scene of the subject property, and that are appropriately 
identified. (Photographs must be originals that are produced either by photography 


Ua Libia viiks lik pigs); 


* Clear, descriptive photographs (either in black and white or color) that show the 
front of each comparable sale and that are appropriately identified. Generally, 
photographs should be originals that are produced by photography or electronic 
imaging; however, copies of photographs from a multiple listing service or from the 
appraiser's files are acceptable if they are clear and descriptive; 


* Any other data — as an attachment or addendum to the appraisal report form — 
that are necessary to provide an adequately supported opinion of market value. 
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Appraiser's Certification 


uu . Uniform Residential Appraisal Report 
APPRAISER'S CERTIFICATION: The Apprubser certifies and agrees hak 


1 ¿hire ata iniimum, developed armi reported thie appraisal y a6candiscos wilh Ihe sopa of wak mquirentents stated ini 
this appraisal report. 


2 Epertomvsd a comite visti Inepeetion of the interior and exiisiór areas of the subject propady Lrapertad Sy condition 
y eknamis (t Rael, specie latina, üentifted (I nepaned pe priysicatdenelancieg iat cuti aient gi 
Irabliég soundness, or sirunturel nteprity of ffs property. 


3, 1 perfinmed tis appeafeal in accoedanca with the reqalrements of the Uniform Standards of Professional Appraisal 
Fractice that wire adonidd and vromulgaled by the Apgratsat Slandards Board of The Appraisal Fourdabon and that were in 
piace at ihe Ene this opratsal repart was prepared, 


$ bievelopad my opinias oftive market value of te fal property Tar is ibe subject ar this reperi based on tive sabes 
comparison approsch te value. | have adequata comparable market data to darsin a rellebie sales compariaon aparcach. 
tor this appraisal assignari. 1 nher cerit that todeselttered the cost and noame approaches Xr value bot did vt develoo 
tem, sinless otherwise indicated In this repart 


$3, freseerobed, verified, ansbyzus, and reoated en any current agreement for sale for the sutjer property, any fering Tar 
zea of the subject property in the besive months prior to tie. affective date of this appraisal, and the piar sales of the subject 
property fara minium at thrse pears prior te ihe effective date of this saprabsal, unless ghenia indicated In this report. 


%, | researched, verifica, analyzed, end reported oa ihe prick sales of the comparable ales for si minimum of one year prior 
e the dale of sale of the comparatie sats, unless otherwise fidicaied in Hes repart, 


T. Hontented and used vomparable sales that ere locationnlly physlealy, and functionally the most similar do the subject preparfe. 


B iae hot used conan cafes ai were the resuit ef cambimng ana sate vet ine erter puraham price of aihama that 
har base ull or sil ba tton Hg Farid, A 


6. [have ported adustmenté fo fie comparable salas that effect tha arras reantion fo Ho differences boiasan the subject 
papery and the oomparabte saos. 


40.3 variisd, Toma dishibrasted scura, all ffcamasion In this sepas fiat waa provided by partas who have a finaedial lnesestin | 
ihe sake or Fring ok pestoj property, 


TL LH ave aeree and expenence In appraising this type of property n this market arta. 


12.3 an avare of, dud haus: sages do, the necessary and appropiate pulse and privada data sotreex, soci as mullpie sting: 
sopñlcas, dx asasaran merde, publi land records andother such fata seunas for ie aea in which the progesty is eased. 


13. Fohtainsd the information, silimates, and opinions lumished by other partis and expressed in this appraisal report from 
telisbla sauces mati bolleya to be drue and correct. 


44. have isken oto consideration the factors that have an Impact en value with respect to the subject nelahharhand, abject 
operky, and the proximity of the subleet property tosadyense-Infuanoes In the develspragal at my golion of naarhet value; E 
notedin this appraisal report any adverse Conditions (seh sa, tat not limited to, needed repains, detadaration, the 
precancaof hazardes vastes, toxic suisstances, adverse environmental zondlians, ate.) observed dure the inspector af ihe 
subject pogen er that | heeams aware afduring the research involved in prrfemming tis appraisal] have eonsidenad these 
adverse conditions died analysis of the properly valus, and have reported om the effect of the conditions on fhocvadas: and 
adbetablüty of the sutieet propady. 


15. aya pot Krevwingise ditate ang significant information: from this appraisal renni and, to ite best ot my Sriowledge, ait 
sislemenia and infoonafien la this appraisst report ane Vue and corar 


16. skates in this appraisal report my oven 129 sonal, ürbiased, and professicoal analysis, opinions, and conclusions, which 
are subject otéy to the sesumptions and límiling eonditlens in this eppralsal report. 


17, [Deve no present of prospective denas! in the property that je fas subject of fs rpa, and | have ne prestnl ar 


prospentive peesenal imeen or bias wigs respect to the gariicipante in the transiscdon, not basa, ether partially or 
<omplalaly my analisis andior opinion of market value in ha appraisal saport on ihe raos, color, religion, sax, ace, mantel 
status, handioap, famila status, or naling origin ef either (he prospediive cvnets.or coeupants of the subject property or of tha 
present owners oc accupanis of the properties in Die vicinibr of the subject property ar on any other basis prohibited by la. 


48. My employmen ondier compensation for perlorming this appraéaat ce ary itara or anicihated appraisal was not 
sondilioned on any epresment or understanding, witen or otherwise, hat] would repari (of present e suppodira a 
predelemined specific value, a predeferminad miniausm value, à sige or direction irr velue, a value tiat favors fe cause of 
any party or ihe stialmentof a specific tenuit or generarea of a speelfecaubsesuent event (sueh as approval al a pending 
mottgaga joan application). 


TE penoa preparedaff conclusions and opinians sbaut tha res! estate titel vere set forth In hie epprakai repon. Ir 
selled cay signdlieant real property appraisal ausistenas for asy individ ar idbdbduals la fhe pertinence of mtr appraisal 
ar ihe preparation of this appraisal report, [have named such fige and disclosed the specific tasks performed is hia 
Appraisal report. | certlly that any individual so named i$ qualilied to perform tye tasks. | have not authorized anyone to makes 
a change to any item in this appraisal report; therefore, any change made lo thin appraisal fs unauthorized. and E wvilliake no 
response for it. 


20. 1H Rented the sendariellant in this. apprabral report «ho Is the individual, organization, or agent for the organteation thak 
ordered and wil rarawe this apprateal ronori 


Fonte Mug: Fog UE. Bec 2005 Fonay ing Porn 1004 Mesh 2009 


en eee ree oe a 
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Appraiser's Certification (Cont'd) 


a » * Xd. * 


Uniiorm Resiueniiat 


25. The lendatibHent may disclose or disiribule this appraisal report fac the borrower, another Tender at the vequest af fr 
boriowen the móngager ce ls sucesor anc aria mongaga nro geyammient spossonid eierpriseis elem 
secandarg market participants; dala collection nr teporiing services; professional appraisal aiganizalians any department, 
arenes oF instumerality ofthe Uried States; ard any sete, the Diara of Cofembla, or other [urladictlons; without having ta 
akian be appear or psych op ry asa fpi caasent, Such consent must be vbfalnori before this appeaiast 


report may be diusloved of distiduted dy any other incida, but not integ ta, the publie thraugh advertising, publie 
relatlotis, news, sales, or cther media). putt 

22, | sim avara Bat any diselesura cr disiiibullen of Sir appraieat report Uy mec the iendesiefient say bo subjerito cadat 
levis sued tegubaica, Pucther, Lam alte eubject do the prosisians al the Unlioras Stemdard of Prefesstonot Appraisal Praciios 
that penai Wo disclosure or diskision By me. 


2, The borrower, anatier leedar at the request of the borrower, tho metronet er its sutceesors and assigns, mortgage 
insurers, government spansored enterprises, and other secondary market participante. may rely on fis appraisal report as part 
af ary mortgage finance iransacion That iness añyane or mora of ese prrfien. 


24. If this appraisal remite trangmilted as an "alectronis racondeontainingavyy "efeciranie slqualtra, ae those time are 
define In applicable aderat andor state laws faxeludii audio and vec qreorereas), ora (acsimie Vatmieston o this 
appralsal report containing a copy or representation of my signature, the appralsat report shall be as elfective, enfomeable and 
valid as ifa paper version of this appraisal report were delivered containing my original hand wrtien signature. 


28, Any intentional at negligent misregeasaniation(s| coatalned In this appralsal report may result in eil Fabillly asdior 
criminal penales tneyding but aot limited de, fiae or Inpxigonenent or bath under the provisions of Tite 16, Unitet States 
Ceda, Section 1051; at ag., cor ailla hste fav. 


Appraiser's Certification General Information 


MODIFICATIONS, ADDITIONS, OR DELETIONS 

This appraisal report is subject to the scope of work, intended use, intended user, definition of market value, statement 
of assumptions and limiting conditions, and certifications contained in the report form. Modifications, additions, or 
deletions to the intended use, intended user, definition of market value, or assumptions and limiting conditions are 
not permitted. The appraiser may expand the scope of work to include any additional research or analysis necessary 
based on the complexity of this. appraisal assignment. Modifications or deletions to the certifications are also not 
permitted. However, additional certifications that do not constítute material alterations to this appraisal report, such 
as those required by law or those related to the appralser's continuing education or membership in an appraisal 
organization, are permitted. 


Author' Comments: See Certification 423 "Borrower, lender, and others may rely on 
this appraisal" on page 5-101 for permitted exceptions to this requirement. 
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Scope of Work 


Exterior-Only Inspection Residential Appraisal Report — ss 
APPRAISER'S CERTIFICATION: The Appraiser certifies and agrees that: 


1. I have, at a minimum, developed and reported this appraisal in accordance with the scope of work requirements stated in 
this appraisal report. 


a a an pana 


Author's Comments: This description of the Scope of Work may be expanded to include any- 
thing additional the Lender/Client and the appraiser agree is necessary to accomplish the as- 
signment and make a credible appraisal. 


Complete visual inspection — reported physical deficiencies 


e o ennemnmns,aremereer cst — eed 


2. | performed a complete visual inspection of the interior and exterior arezs of tha subject property, | reported the condition 


— Á 0 — et 


Author's Comments: Since the certificate cannot be changed, the appraiser should think twice 
before doing an appraisal where a visual inspection of the attic, basement, and all of the rooms 
of the house was not made. 


It is not clear why Freddie Mac and Fannie Mae have limited what they require to be reported 
to "physical deficiencies that could affect the livability, soundness or structural integrity of the 
property.” It would seem that the appraiser should also report anything he or she observed that 
would affect the value of the property. 


USPAP compliance 


ee o A road 


3. | performed this appraisal in accordance with the requirements of the Uniform Standards of Professional Appraisal 
Practice that were adopted and promulgated by the Appraisal Standards Board of The Appraisal Foundation and that were in 
place at the time this appraisal repart was prepared. 


Opinion of market value based on sales comparison approach 


— 0 — RÀ —— — 0 — nd — 


a senna ——— 


4. | developed my opinion of the market value of the real property that is the subject of this report based on the sales 
comparison approach to value. | have adequate comparable market data to develop a reliable sales comparison approach 
for this appraisal assignment. | further certify that 1 considered the cost and income approaches fo value but did not develop 
them, unless otherwise indicated in this report. 


———————— A ————— O ae O AS — 0 ee ee os 


Author’s Comments; Freddie Mac and Fannie Mae are quite clear that as far as they are 
concerned, when it comes to single family dwellings, they have little or no use for the Cost and 
Income Approaches. They again state that belief here. However, in order to comply with USPAP, 
they cannot tell appraisers not to consider the Cost and Income Approaches if the appraiser feels 
these approaches will be necessary to estimate the value of the subject property. 
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Appraiser's Certification (Cont d) 


[5] Subject property agreements or sale for prior three years 


Memes 0 o o e] 


| | 5. | researched, verified. analyzed, and reported on any current agreement for sale for the subject property, any offering for | | 
sale of the subject property in the twelve months prior to the effective date of this appraisal, and the prior sales of the subject 
property for a minimum of three years prior fo the effective date of this appraisal, untess atherwise indicated in this report. 


— a 00 Im i 00 ttt 


[6] Comparable sales for minimum one year prior to date of comparable sale 


o t e o o a en ai 


to the date of safe of the comparable sale, unless otherwise indicated in this report. 


6. i researched, verified, analyzed, and reported an the prior sales of the comparable sales for a minimum of one year prior | | 


Comnmparapie Sales arc MUSE similiar LU subject 


T. |selecied and used comparable sales that are locationaily; physically, and functionally the most similar to the subject property. | | 


a paii O a emmy eet tamer em tate atm eens remem tent gg an 


Author’s Comments: Here, the appraiser certifies that he or she used comparable sales that are 
locationally, physically, and functionally the most similar to the subject property. 


Although Fannie Mae does not specify date of sale as one of these factors, I think it is safe to 
assume that they want you to certify that you have not excluded any known sales that were 
more similar to the subject property, based on these parameters, that sold within a reasonable 
time period from the effective date of the appraisal. 


Combinations of land sale and contract to purchase a home 


8. | have nof used comparable sales that were the result of combining a land sale with the contract purchase price of a home that 
has beer built or will be built on the land. 


ee ————————À———————————— —— "—) 


Author's Comments: Fannie Mae says you cannot use as a comparable sale the sale of a new 
house that was purchased in two parts (i.e., where the Buyer contracts to purchase a site at an 
agreed-upon price and then enters into a separate agreement to purcbase a house built on the 
site based on a special set of plans and specifications). Fannie Mae feels that these sales are not 
a result of the property being exposed on the open market. This does not mean you cannot use 
any sales of new houses in a subdivision that consisted of tbe Buyer selecting an available site 
and then having a house built on the site similar to a model home in the development. There is a 
fine line between the sale of a site with a hause on it based on a model home with some custom 
alterations, and the two part contract prohibited bere. 
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Appraiser's Certification (Cont'd) 


El aa to comparable sales 


A 


8. | have reported adjustments to the comparable sales that reflect the market's reaction to the differences between the subject 
property and the Sn Oii sales. 


A A A itk ——— 


Author's Comments: This certification reinforces the concept that the only adjustments that 
should be made are ones that reflect value differences that the market recognizes. 


Verification of information supplied by interested parties 


Cr A 


10. { verified, from a disinterested source, all information in this report that was provided by parties whe have a financial interest in 
the sale or financing of the subject property. 


A nth giten A Hmmm eo mmm co Ao m 


Author's Comments: It is always good appraisal practice to verify information received from the 
Buyer, Seller, Agent, and anyone else who has a financial interest in the transaction, including 
the Mortgage Broker and Lender. 


The appraiser's work file should contain information about how they verified the data tbat was 
obtained from anyone with a financial interest in the transaction. This is not always easy to do, 
but it is necessary. 


Adequate knowledge and experience to make appraisal 


NN A 


| | 11. | have knowledge and experience in appraising this type of property in this market area. 


LH P nnn» 


The 2008-9 USPAP COMPETENCY RULE states: “Prior to accepting an assignment or entering into an agreement 
to perform any assignment, an appraiser must properly identify the problem to be addressed and have the knowledge 
and experience to compete the assignment competently; or alternatively must: 


1. Disclose the lack of knowledge and/or experience to the client before accepting the assignment. 

2. Take all steps necessary ór appropriate to complete the assignment competently; and 

3. Describe the lack of knowledge and/or experience and the steps taken to complete the assignment competently 
in the report.” 


Access to data sources 


——— 0 id 


12. | am aware of, and have access to, the necessary and appropriate public and private data sources, such as multiple listing 
services, tax assessment reconds, public land records and other such data sources for the area in which ihe property is located. 


A A A O a O aaay gamit, matey saanane aeneanm === adanan === nutans aumanemm atau 


‘-AutTHor's Comments: Often an appraiser operates in a territory or area where he or she does not 
have access to the MLS data. 


* Uniform Standards of Professional Appraisal Practice, The Appraisal Foundation, Washington, DC, 2008-2009 Edition 
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Appraiser’ S COEM (Contd ; 


Information from others considered reliable 


AN Fg 
| | 13. | abtaimed the information, estimates, and opinions fumished by other parties and expressed in this appraisal repor from | | | 
| reliable sources that] befieve to be true and correct. 


-miw u Eno O oo om ee i) o ey 


Author's Comments: The appraiser is required to obtain data from sources that they believe 
are reliable. 


Report everything known or observed that affects value of property 


14. | have taken into consideration the factors that have an impact on value with respect to the subject neighborhood, subject 
property, and the proximity of the subject property to adverse influences in the development of my opinion of market value, | 
have noted in this appraisal report any adverse conditions (such as, but not limited ta, needed repairs, deterioration, the 
presence of hazardous wastes, toxic substances, adverse environmental conditions, etc.) observed during the inspection of the 
subject property or ia I became aware of during the research involved in performing this appraisal. l have considered these 


| | marketability af the Sb iecur 


epini sates, aed have sperat os Se Vince zi the mui euim wr the VERI Gio | | 
— 


c sw Lm 


Author's Comments: This is a broad certification that requires the appraiser to report and take 
into consideration anything he or she observes or learns about that has an effect on the value 
of the property. 


This problem often comes up when appraising dwellings in urban areas, where dwellings are 
being used for purposes that are not permitted by the zoning ordinances. Reporting these uses 
may make the property ineligible for the loan that is being applied for. Another common problem 
is how to report anything in the neighborhood that may have a negative impact on the value of 
the subject property. 


Not ny withheld significant information 
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15. | have not knowingly withheld any significant information from this appraisal report and, to the best of my knowledge, all 
statements and information in this appraisal report are ime and correct. 


Author's Comments: Common things that appraisers do not report are prohibited uses of the 
property, items in need of immediate repair, and neighborhood and community problems such 
as high crime, heavy traffic, poor schools, etc. 


Personal, unbiased, professional analysis 


18. | stated in this appraisal report my own personal, unbiased, and professional analysis, opinions, and conelusions, which 
are subject only to the assumptions and limiting conditions in this appraisal report. 


Author's Comments: This seems okay at first glance. However it would be better if it read: "I 
stated in this appraisal report my own personal, unbiased, and professional analysis, opinions, 


Report Writing and Case Studies URAR Guidelines, Instructions & Case Studies 5-99 
Appraiser's Certification (Cont'd) 


and conclusions, which are subject only to the assumptions and limiting conditions in this 
appraisal report, the USPAP, and other Federal and State regulations, as well as the Codes of 
Ethics of the Appraisal Organizations to which I belong." 


No present or prospective interest in the subject property 
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17. f have no present or prospective interest in the property that is the subject of this report, and | have no present or 
prospective personal interest or bias with respect tc the participants in the transaction. | did not base, either partially or 
completely, my analysis and/or opinion of market value in this appraisal report on the race, calor, religion, sex, age, marital 
status, handicap, familial status, or national origin of either the prospective owners or occupants of the subject property ar of the 
present owners or occupants. of the properties in the vicinity of the subject property or on any other basis prohibited by law. 


Author's Comments: This is a certification stating that the appraiser has no present or future 
interest in the subject property. It is also a rion-discrimination certification. 


Employment / compensation not conditional upon a predetermined value 


A A ete apm emt | ety === amnsnnnnn: === summer” === ssumnnnaenm === taney —==sntmnannsg=—=«=snmnntnnnh,===‘etmmnnnnn atta 


18. My employment and/or compensation for performing ihis appraisal or any future or anticipated appraisals was nof 
conditioned on any agreement or understanding, written or otherwise, that | would report (or present analysis supporting) a 
predetermined specific value, a predetermined minimum value, a range or direction in value, a value that favors the cause of 
any party, or the attainment ofa specific result or occurrence ofa specific subsequent event venis as approval of a pending 
mortgage loan application). 


Author's Comments: It is too bad that the Lender/Client is not required to sign a similar 
statement. It is not too far-fetched to imagine a URAR that included a section that the Lender/ 
Client would have to sign upon receipt of the report that essentially said the same thing, and 
that Freddie Mac and Fannie Mae would require the Lender/Client to sign before they would 
accept the report. 


Personally prepared conclusions and opinions or acknowledged assistance 


‘commoners ——»5n—n———»5n5n»nnnn——»n— | ntntnnitee 


PA nt eed 


18. 1 personally prepared all conclusions and opinions about the real estate that were set forth in this appraisal report. if 1 
relied on significant real property appraisal assistance from any individual or individuals in the performance of this appraisal 
ar the preparation of this appraisal repor, | have named such individual(s) and disclosed the specific tasks performed in this 
appraisal report. | certify that any individual so named js qualified to perform the tasks. | have not authorized anyone to make 
a change to any item in this appraisal report; therefore, any change made to this appraisal is unauthorized and | will take no 
responsibility for it. 


Author's Comments: Appraisers will have to consider how it will look to clients when they find 
out that a substantial part of the appraisal was done by a trainee. 
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Identified Iender/client 


| 20.1 identified the lender/clientía this appraisal report who is the individual, organization, or agent for the organization that 
| ordered and will receive this appraisal report. 
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Author’s Comments: This certification prevents the Appraiser from giving a copy of the report 
to the property owner, another lender, the broker, etc. 


Lender/client may disclose or distribute appraisal 
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borrower, the mortgagee or its successors and assigns; mortgage insurers; government sponsored enterprises, oiher 
secondary market participants; data collection or reporting services; professional appraisal organizations; any department, 
agency, or instrumentality of the United States; and any state, the District of Columbia, or other jurisdictions; without having fo 


report may be disclosed ar distributed to any olfer party (including, but nat limited to, the public through advertising, public 
relations, news, sales, or other media). 
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| | 21. The lender/client may disclose or distribute this appraisal report to: the borrower; another lender at the request of the | 
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Soon after the release ofthe 2005 URAR, critics of the form focused on the Appraiser's Certification 
#21 which gives the Lender/Client permission to “disclose or distribute this appraisal report to 
the borrower, another lender at the request of the borrower” and a whole list of other users. The 
critics claimed that this and Certification #23 was a violation of the USPAP. The critics focused 
on Certification #23 as it addresses uses of the report. (see #23 below). 


Author's Comments: I have serious doubts about the enforceability of these restrictions on 
the distribution of the report, However, they do get the appraiser off the hook if the appraiser is 
criticized because of the unauthorized use of the report. The appraiser can truly say that they 
did not authorize such a use. By signing the Appraiser's Certification, you are giving permission 
for your information to be given to a "data collection or reporting service" who probably will use 
the data to make AVMs. Fortunately, Lenders are still subject to privacy laws which may prevent 
using data in the appraisal that was provided by the property owner or their representatives. 


Appraiser is subject to laws and the USPAP 


22. lam aware that any disclosure or distribution of this appraisal report by me or the lender/client may ba subject to certain 
laws and regulations. Further, | am also subject to the provisions of the Uniform Standards of Professional Appraisal Practice 
that pertain to disclosure or distribution by me. 


— mmm mms, remem as ca, 


The USPAP ETHICS RULE states: Àn appraiser must be aware of, and comply with, all confidentially and 
privacy laws and regulations applicable in an assignment. An appraiser must not disclose confidential information 
or assignment results prepared for a client to anyone other than the client and persons specifically authorized by 
the client; state enforcement agencies and such third parties as may be authorized by due process of law; and a duly 
authorized professional peer review committee except when such disclosure to a committee would violate applicable 
law and regulation. 
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Borrower, lender, and others may rely on this appraisal 
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p theni borrower, another lender at ihe request of the borrower, tne mortgagee or tts successors and assigns, mongage 

insurers, government sponsored enterprises, and other secondary market participants may rely on this appraisal report as part 

ofany mortgage finance transaction that involves any one or more of these parties. 
Author's Comments: This certification gives the Lender/Client permission to make the appraisal 
part of a loan package that may be assigned and/or sold. What this is saying is that almost 
anyone in the lending process who gets the rightful use of the appraisal report has a right to 


rely on it. Unfortunately, this may also give him or her the right to make a professional liability 
claim against the appraiser, even if he or she is not the original Lender/Client. 


On October 10, 2005, the Association of Appraiser Regulatory Officials (AARO) passed a 
resolution addressed to Fannie Mae saying that Certification 423 forced appraisers to violate 
the User provisions of the USPAP. 


The resolution said; "..Now therefore let it be resolved that the member jurisdictions of AARO 
wish to reiterate that regardless of Fannie Mae's position that ‘modifications or deletions to the 
certifications are not permitted’ it is the appraisers responsibility to comply with the USPAP. 
Therefore, appraisers must provide supplemental clarification in their appraisal report regarding 
specifically who the intended users are." 


In response to this resolution Fannie Mae issued the following statement in their Frequently Asked 
Questions #11: ". We recognize that there may be confusion within the appraisal community 
about the distinction between parties who 'use' and parties who 'rely' on appraisal reports. In 
view of this, we will accept the following additional notice or statement when the appraiser 
believes the Lender/Client is the only Intender User: 


"The Intended User of this appraisal report is the Lender/Client. The Intended Use is 
to evaluate the property that is the subject of this appraisal for a mortgage finance 
transaction, subject to the stated Scope of Work, Purpose of the Appraisal, Reporting 
Requirements of the Appraisal Report Form, and Definition of Market Value. No additional 
Intended Users are identified by the appraiser." 


It is highly recommended that the above statement in be added to every appraisal you make on 
a Fannie Mae/Freddie Mac form. 


"Electric record" and "Electronic signature" 
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24. if this appraisal report was transmitted as an “electronic record" containing my “electronic signature," as those tems are 
defined in applicable federal and/or state laws (excluding audio and video recordings), or a facsimile transmission of this 
appraisal report containing a copy or representation of my signature, the appraisal report shall be as effective, enforceable and 
valid as if a paper version of this appraisal report were delivered containing my original hand written signature. 


A areneaa 


Author's Comments: The whole field of electronic transmission of legal documents (including 
appraisals) is changing. It is up to the appraiser to keep current as to what is and is not 
permissible. 
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Subject to Title 18 of US Code, Section 1001, et seq. 
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25. Any intentional or negligent misrepresentation(s) confained in this appraisal report may result in civil liability and/or 
criminal penalties including, but not fimited to, fine or imprisoriment or both under the provisions of Title 18, United States 
Code, Section 1001, et seq, or similar state laws. 
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Author's Comments: This certification reiterates that appraisals are covered by "Title 18, 
United States Code, Section 1001, et seq., or similar state laws" and that the violation of these 
laws “may result in civil liability and/or criminal penalties including, but not limited to fine or 
imprisonment or both.” 


I am not sure what the purpose of this certification is. There is nothing in Item 425 that would 
not apply without this certification. 
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SUPERVISORY APPRAISER'S CERTIFICATION: The Supervisory Appraiser certifies and agrees that: 
1. 1 direcily supervised the appraiser for this appraisal assignment, have read the appraisal report, and agree with the appraiser's 
analysis, opinions, statements, conclusions, and the appraiser's certification. 


2. | accept fuil responsibility for the contents of this appraisal report including, but not limited to, the appraiser's analysis, opinions, 
statements, conclusions, and the appraiser's certification. 


3, The appraiser identified in this appraisal report is either a sub-contractor or an employee of the supervisory appraiser (or the 
appraisal firm), is qualiied to perform this appraisal, and is acceptable to perform this appraisal under the applicable state law. 


4. This appraisal report complies with the Uniform Standards of Professional Appraisal Practice that were adopted and 
promulgated by the Appraisal Standards Board of The Appraisal Foundation and that were in place at the time this appraisal 
report was prepared. 


5, ff this appraisal report was transmilted as an “electronic record” containing my “electronic signature," as those terms are 
defined in applicable federal and/or state laws (excluding audio and video recordings}, or a facsimile transmission of this 
appraisal report containing a copy or representation of my signature, the appraisal report shall be as effective, enforceable and 
valid as if a paper version of this appraisal report were delivered containing my original hand written signature. 
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Scope of Supervision 


— 0 MÀ 


SUPERVISORY APPRAISER'S CERTIFICATION: The Supervisory Appraiser certifies and agrees that 


1. I directly supervised the appraiser for this appraisal assignment, have read the appraisal report, and agree with the appraisers 
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Author's Comments: The Supervisory Appraiser asserts that he or she agrees 10096 with 
everything in the appraisal report. Be cautious about signing such a statement unless you have 
carefully reviewed the report. 


Acceptance of full responsibility for the appraisal 
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2. | accept full responsibility for the contents of this appraisal report including, but not limited to, the appraiser's analysis, opinions, 
statements, contlusions, and the appraiser's certification. 


Author’s Comments: The Supervisory Appraiser also accepts full responsibility for the appraisal 
report. The Supervisory Appraiser may be accepting full responsibility for a report where he or she 
has not seen the subject property or the comparable sales. This is permitted by USPAP, Freddie 
Mac, and Fannie Mae. Why an appraiser would be willing to do this is hard to understand. 


Appraiser is sub-contractor or employee, qualified, and acceptable 
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3. The appraiser identified in this appraisal report is either a sub-contractor or an employee of the supervisory appraiser (or the 
appraisal firm), is qualified to perform this appraisal, and is acceptable to perform this appraisal under the applicable state law. 


rn 


Author's Comments: The Supervisory Appraiser cannot sign a report for an appraiser who is not 
a sub-contractor or employee of the Supervisory Appraiser or their appraisal firm. In the past, 
Supervisory Appraisers often signed reports for trainees who did not meet these requirements. 


5-104 URAR Guidelines, Instructions & Case Studies 


Supervisory Appraiser’ s Certification (Cont'd) 


Report Writing and Case Studies 


[4] Complies with USPAP 


4. Tiis appiisal repart complies with ihe Uniform Standards uf Professional Appraisiat Praciice thal were udopied anu 
promulgated by the Appraisal Standards Board of The Appraisal Foundation and that were in place at the time this appraisal 
report was prepared. 


Author's Comments: The Supervisory Appraiser is certifying that the appraisal complies 
with the USPAP. The language here is stronger than what the Appraiser has to certify to. The 
Supervisory Appraiser becomes equally responsible for any USPAP violations committed by the 
appraiser in the process of making the appraisal. 


"Electronic Record" and "Electronic Signature" 
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defined in applicable federal and/or state laws (excluding audio and video recordings), or a facsimile transmission of this 
appraisal report containing a copy or representation of my signature, (he appraisal report shall be as effective, enforceable and 
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| | 5. If this appraisal report was transmitted as an “electronic record” containing my "electronic signature," as those terms are || 


Author’s Comments: The whole field of electronic transmission of legal documents (including 
appraisals) is changing. It is up to the Supervisory Appraiser to keep current as to what is and 
is not permissible. 
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APPRAISER SUPERVISORY APPRAISER (ONLY IF REQUIRED] 


Slgnalure ; Signature 
Ma testes A m pete iP Neme 
tampar Name Company Name 
Company Address : Company Adress 


A aan Soe eM LEE 
Telephone Nurket Telephone Number 


Tma Address Ene Address 

Date of Signature and Report Sate of Signatura 

Efece Datis af Appraisal State Certification Y 

E O A State License t 

or Slate License # State 

or Other (describs] tala x n Expiration Date of CertiRcadon or License 
Slate 


Expirsñon Date of Certification or License SUBJECT PROPERTY 


ADDRESS OF PROPERTY APPRAISED 


C Dic sal inspect subject primery 


C] Dist inspect exterior of subject property om street 
Date of inspection 
APPRAISED VALUE OF SUBJECT PROPERTY $ C ORE inspect interier and exterior of subject property 
iENDER/CLIENT Date of inspection 
Name 
Company Name | COMPARABLE SALES. 
Company Address O Disi tot Inspect exterior of comparable sales from street 


O Did Inspect oxtertor of comparable sales tem strest 
Cate of Inspection 


Email Address 
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Appraiser 


Author's Comments: This section on the left at the end of page 6 contains spaces to provide 
information about the Appraiser, Address of Property Appraised, Appraised Value of Subject 
Property, and the Lender/Client. Some of this information is a repeat of the information in the 
SUBJECT and RECONCILIATION sections. 


Supervisory Appraiser (only if required) 


Author's Comments: In addition to a signature line there are lines to provide information 
about the Supervisory Appraiser. Neither the USPAP, Freddie Mac, or Fannie Mae require that 
the Supervisory Appraiser inspect the Subject Property. 


Subject Property 


Autbor's Comments: The check boxes under the heading "Subject Property" refers to actions 
of the Supervisory Appraiser about inspecting the subject property. 


Comparable Sales 


Author's Comments: The check boxes under the heading "Comparable Sales" refers actions 
the Supervisory Appraiser did or did not take to inspect the comparable sales. 
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Active Voice 

The Active voice is the term 
used to describe a sentence 
where the suhject performs 
the action expressed in the 
verb; the subject acts. It 
is the opposite of passive 
voice. 


Actual Age 
The clironological age of a 
structure, as opposed to its 
functional or economic age. 


Adams Colonial 
Colonial American Style 
(See: Illustration) 


Addenda 
An addition to an appraisal 
that. contains additional 
information that  sup- 
ports the credibility of the 
report, 


Adjusted Sale Price 

The figure produced when 
the transaction or sales 
price of a comparable sale 
used in the sales compar- 
ison approach section of 
a real estate appraisal is 
adjusted for the elements 
of comparison. 


(See: Elements of Comparison) 


"A" Frame 
Post WW II American Style 
(See Illustration) 


Adverse Conditions 
A detrimental condition 
that exists on the property 
or in the market area of the 
subject property that neg- 
atively affects its value. 


Age Life Method 
One of several methods 
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Adams Colonial 
Colonial American Style 


"A" Frame 
Post WW II American Style 


American Mansard 
, Second Empire 
19th Century American Style 
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of estimating the amount 
of physical deterioration 
incurable, It is a per- 
centage that reflects the 
ratio between the esti- 
mated effective age of the 
improvements and the 
typical economic life of the 
improvements. 


Allocation Procedure 

A procedure for estimat- 
ing the value of the sub- 
ject site. The sale price of 
an improved comparable 
sale is divided between the 
value of its improvements 
and its site. That part that 
is attributable to the site is 
an indication of the value 
of the subject site. 


Amenities 
A feature or benefit such 
as a tennis court or pool 
which materially increases 
enjoyment of a property, 
including good design, 
superior view, eic. 


American Mansard 

Second Empire 

19th Century American Style 
(See Illustration) 


Appraisal 

An appropriately sup- 
ported, objective and unbi- 
ased opinion of a defined 
value, as of a specific date, 
of an adequately and accu- 
rately described property, 
made by a qualified person 
who. has no undisclosed 
present or future interest 
in the property. 


Appraisal Foundation 
A foundation originally 
created by appraisal trade 
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groups for the purpose of 
regulating tbe appraisal 


Fourx «1 ation thatis charged 
with «leveloping standards 


industry. Empowered for tae appraisal profes- 
in 1989 by the ena sion zamid publishing them 
Financial Institutions 


in tire form of the Uniform 
Stari«dzards of Professional 
Practice. 


Reform, Recovery and 
Enforcement Act (FIRREA) 
to set minimum standards 
ana — mualifications for 


Appraisszal Subcommittee 
appraisers. 


A ge V eric agency ic- 
ated by congress in 1989 
to Oversee the regula- 
tior Of the appraisal pro- 


Appraisal Institute (AI) 
The Appraisal Institute was 


med tyy the co-joining of DICES T ne fession. It also main- 
s reresah organi- _ Brownstone telas the Federal Registry 
zations in the mid-1990s. Brick Row House of Licensed and Certified 
They were the American Eastern Town House Appraisers. 
Institute of Real Estate 19th Century American Style 
Appraisers (AIREA) and jäs Appraiser 


The Society of Real Estate 
Appraisers (SREA) After 
the merger, they agree 
to the name Appraisal 
Institute (AI). 


Real estate professionals 
who estimate the value of 
property for a wide vari- 
ety Of purposes, on a fee 


basis. 
aisal Purpose Approaches to Value 
A fep af value to be 1 The methods used by 
estimated. Bungalow apprzaisers to estimate the 
Barly ae To value ofa subject property 
Appraisal Qualifications Anc SEE using data taken from the 
Board (AQB) market. 


A part of The Appraisal 
Foundation that ts charged 
with developing the crite- 
ria for appraisal licenses 


There are three traditional 
approaches to value: sales 


comparison approach, 
and certifications. cost approach and income 
California B 1 approach. 
raisal Report alifornia Bungalow 
AP rite E Seno of an Early 20th Century Artesian Well 
appraiser's estimate of American Style 


A well drilled through 


value for a particular piece impermeable strata deep 


of real property, as of a cer- 


enough to reach water that 
tain date, as well as other rises to the surface by inter- 

general and specific data nal hydrostatic pressure. 

erning the property 
nich helo to support the Assessed Value 

value estimate. A value assigned to a prop- 
erty by the tax assessor to 
Appraisal Standards Board California Ranch be used as a basis for tax- 
(ASB) Post-World War II ation; usually a percent- 


A part of The Appraisal American Style age of market value. 
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Assessors Map | 


Amap prepared by an asses- 
sor that shows the location 
of each property within the 
jurisdiction of the assessor 
that will be taxed based on 
the assessor's valuation of 
the property. 


Assumptions. 


(1) A statement made by an 
appraiser in an appraisal 
report of something they 
believe to be true without 
having verified whether it 
is or is not true. 


(2) When a new owner 
agrees to take over respori- 
sibility for paying an exist- 


ing mortgage and this 
action is permitted under 
the terms of the loan. 


Automatic Diverter 


A. plumbing device that is 
part of a shower. lts pur- 
pose is to automatically 
change the flow of water 
from coming out of the 
shower head to the fau- 
cet in the tub when the 
shower is turned off. This 
prevents someone from 
accidently getting wet or 
burned when the shower 
is first turned on. 


Balance of Payments 


A measure of the flow of 
money, goods and services 
between different geo- 
graphic areas. When an 
area exports more then it 
imports it is said to have 
a favorable balance of pay- 
ments. When the oppo- 
site is true it has a nega- 
tive balance of payments. 
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Balloon Framing 

A type of framing sys- 
tem where the studs 
extend unbroken from the 
sill to the roof, popular for 
multi-story brick veneer 
and masonry veneer 
structures, 


Band of Investment 
Method 
A technique used in 
the income approach to 
develop a capitalization 
rate. It isa weighted aver- 
age of each portion of the 
investment and its appli- 
cable interest rate. 
Wir ren d IN! Base Lines 
pp 1. In accordance with 
the rectangular survey 
system, base lines are 
east-west lines that serye 
as references for other 
parallels. 
2. The topographic center 
line of a survey. 


3. In construction, an 
established line from 
which measurements are 
taken when. laying out 
building plans or other 
working plans. 


Basement 
The lowest level of a house 
that is usually substan- 
tially below ground. It is 
often used for storage and 
for large appliances such 
as the furnace. It some- 
times can be finished into 
usable living space. 
Cape Ann Colonial 
Colonial American Style Base Sale 
A technique used when 
developing adjustments 
based on pairs of compa- 
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sale in order to determine 
if the developed adjust- 
ment is plus or minus. 


Basic Employment 
Employment in those eco- 
nomic activities in a com- 


munis thet brine in 


rable sales. One sale is 
designated. as the base 


money from outside the 
community. 


Batt Insulation 
A strip of insulation that 
fits closely between the 
studs of a wall. 


Beneficial Interests 
Benefits, profits or advan- 
tages resulting from a 
trust contract. The equi- 
table title in a property 
as distinguished from the 
interest of the trustee who 
only hold the title. 

Blanket Insulation 
A type of insulation that 
often 1s made of fiberglass 
with a backing material. It 
usually comes in rolls that 
are sized to fit between the 
studs or rafters, 


Brick Row House 
See: Brownstone 


Bridging 
Strips of wood or metal nailed 
between joists or studs to 
give them lateral rigidity. 
(See: Illustration) 


Brownstone 
Brick Row House 
Eastern Town House 
19th Century American 
Style 
(See Illustration) 


BTU (British Thermal Unit) 


theamountofheatrequired 
to raise the temperature of 
one pound of water one 
degree fahrenheit. 


Building Codes 
The set of governmental reg- 
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A measurement of heating 

and cooling capacity. It is 
Jaitts a 
imum construction stan- 
dards. Often there are sep- 
arate codes for the electrical 
and plumbing systems. 


fb] 1 X 3 cross bridging 


Building Cost Estimate 


A detailed breakdown of all 
DD the costs that make up a 
building, item by item. They 


are often prepared by build- 
ers, architécts and profes- 
sional cost estimators. 


lc) Steel cross bridging 


Bridgin 
dila Hundle of Rights 
A concept of property own- 
ership from English com- 
mon law. 


The rights of the govern- 
ment include: 


* The right to regulate the 
use of property for the good 
of all the people, 


* The right to tax, 


* The right to take property 
for public use and 


* The right to receive prop- 
erty free if the chain of title 
ends (escheat). 
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The private owner has the 
right to: 


BUNDLE OF RIGHTS THEORY 


Bundle of Rights « Use his or her property, 


* Rent or lease it 
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* Sell it, 
* Inherit it, 
* Give it away. 


* Do nothing with it 
(See: Illustration) 


Bungalow 
20th Century American Style 
(See: Illustration) 


California Bungalow 20th 
Century American Style 
(See: Illustration) 


California Ranch 
Post WW II American Style 
(See: Mlustration) 


Cape Ann 
20th Century American Style 
(See: Illustration) 


Cape Cod 
20th Century American Style 
(See: Illustration) 


Capitalization Rates 
A rate that reflects the 
relationship between the 
value of a property and its 
net operating income (NOD 
in capitalization. 


Carpenter Gothic 
19th Century American Style 
(See: Illustration) 


Casement Windows 
A type of window hinged to 
open at one of its vertical 
edges. 


Census Tract Maps 
The smallest geographic 
area into which the 
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Conversation Circle 
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Standard Metropolitan 
Statistical Area (SMSA) 
is divided for statistical 
purposes. Tract bound- 
aries are established 
in cooperation with a 
local committee and the 
Bureau of the Census 
and allowances are made 
for subdividing a single 
tract into subtracts bear- 
ing the same numerical 
identification. Tracts are 
designed to be relatively 
uniform with respect to 
demographic and: eco- 
nomic conditions and 
include approximately 
4,000 people. 


Cesspool 
Part of a waste disposal 
system that functions 
similarly to a septic tank; 
a covered cistern of stone, 
brick, or concrete block, 


Catslide (in South) 
(See: Salt Box Colonial) 


Charleston Colonial 
(See: Front Gable New 
England Colonial) 


Chronological Age 
The actual number of 
years since a structure 
was built; the actual age. 


Circuit Breaker 
A permanent safety device 
used as a substitute for a 
fuse which automatically 
turns off an electric circuit 
when it is overloaded. 


Clarity 
The condition of being 
clear, transparent and not 
garbled. 
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Classic Colonial 
Colonial American Style 
(See: Illustration) 


Comparable Sale 
A property used in the sales 
comparison approach in 
the ep ofreal estate. 


Lada 


LLL Sh ppal Lo 


the Subject property and 
adjustments are made to 
its sale price to reflect the 
differences between it and 
the subject property. 


Comparables 
An appraisal term for 
properties that are similar 
in value or similar in rent- 
als to the subject property 
and are used to indicate 


fair market value or fair . 


rental value of the subject 
property. 


Complete Appraisal 

One kind of an appraisal 
that was defined by the 
Uniform Standards of 
Appraisal Practice prior 
to the July 2006 edition 
when the use of the term 
was eliminated. 


Concrete Slabs 
(See: Slab-on-Ground) 


Condemnation 

The power of the govern- 
ment to take private prop- 
erty by due process of law, 
for public use or benefit, 
without the owners con- 
sent. The owner is how- 
ever entitled to receive just 
compensation. 


Condominium 
A form of ownership iu 
which each owner owns 


Cape Cod Colonial 
Colonial American Style 


Carpenter Gothic 
Stick Style 
19th Century American Style 


the fee to the individual 
unit, and a percentage 
of the fee to the common 
areas, 


Condominium Ownership 
A form of ownership in 
which each owner holds 
fee simple interest to 
also shares a percentage 
of the fee of the common 
area. 

(See: Illustration) 


Confirmation 
A contract, memoran- 
dum or deliberate act 
which validates a pre- 
vious agreement that 
might otherwise have 
been void. 


Contemporary 
20th Century American 
Style 

(See: Illustration) 


Contemporary Rustic 
20th Century American 
Style 

(See: Illustration) 


Contour 
A line on a map that con- 
nects points of equal ele- 
vation or outlines a water 
body. 


Conversation Circle 

A circle that is ideally 
about ten feet in. diam- 
eter in which furniture 
can be arranged for easy 
sit down communication. 
Circles for standing con- 
versation need only be 
six feet in diameter. 
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Cooperatives 

Properties in a form of own- 
ership in which each owner 
owns shares in a corpo- 
ration which owns the 
entire property. The share 
holder obtains the exciu- 
sive right to occupy part 
ofthe property. The prop- 
erty if financed by a mort- 
gage that covers the entire 
property. 


Cogency 
That state when a fact 
or datum, if true, would p. 
conclusion ^4 


render tbe 


probable. 


Correlation 
(See: Reconciliation) 


Cost Reporting Services 

A company that collects 
cost information from a 
variety of sources and pub- 
lishes them in a manual 
or electronically. They are 
part of a system used to 
estimate the cost of prop- 
erties being appraised or 
constructed. 


Cost 
The expenditure made 
to produce the improve- 
ments. In general use, it 
is often synonymous with 
price and value. 


(See also: Reproduction Cost 
and Replacement Cost) 


Cost Approach 
One of the three traditional 
approaches to value used 
by real estate appralsers. 
It is based on the theory 
that the value of a prop- 
erty is the sum of the value 
of the land plus the repro- 


Classic Colonial 
Colonial American Style 


Contemporary 
20th Century American Style 


Double Hung Window 
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duction cost of all the 
improvements, less depre- 
ciation from all causes. 


Cost Indices (Indexes) 
A multiplier that reflects 
the differences in prices 
or costs at different his- 
torical times. 


Common real estate 
indexes are the cost of 
living index, house price 
and building cost indexes. 


Cost to Cure 
The amount needed to 
restore an item of deferred 
maintenance to a new or 
reasonably new condition. 
(See: Physical Deterioration 
Curable) 


Cotswold Cottage 
English Style 
(See: Illustration) 


Crawl Space 
In basement-less houses, 
the open space between 
the underside of the floor 
joists and the ground. 


Creative Financing 

A type of mortgage that has 
an interest rate, amortiza- 
tion schedule, down pay- 
ment requirement or some 
other feature that is dif- 
ferent from conventional 
mortgages being offered at 
the time. 


Credible Appraisal 
Án appraisal worthy of 
belief, The 2006 USPAP 
requires that every 
appraisal be credible. 
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Creole Style 

Louisiana 

New Orleans 

French/American Style 
(See: Illustration) 


Cubic Foot Method 
Au appraisal method of 
measuring the size of 
an Improvement oien 
for use in cost approach 
calculations, 


Cul-de-sac 
A dead-end street that is 
circular at the end to allow 
cars to make a U turn. 
(See: Illustration) 


Cumulative Adjustments 

In the sales comparison 
approach a method used 
when there is more than 
one adjustment. 


Data 
Records and information 
on real properties kept by 
appraisers, lenders, etc. 


Data Sources 
A variety of places that 
are the sources of the 
various kinds of General 
Data and Specific Data 
needed by an appraiser. 


Date of Appraisal 
(See: Effective Date of 
Value Opinion} 


Date of Inspection 
Usually the last date 
before the effective date of 
the value opinion that the 
appraiser inspected the 
subject property. 


de minimus PUD 
A term that was used by 
Freddie Mac and Fannie 


~ DOWNSPOUT 
N BRACKET 
DOWNSPOUT 
q LEADER 
— SPLASHBLOCK 
-— GROUND 


Downspouts 


[M vOrTAGL AXPERADE 
¡Vi RAPNGS 


ACCEPTABLE WIRE TYPE 


Contemporary Rustic 
California Contemporary 
Post WW II American Style 
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nificant influence upon 
the enjoyment of the 
premises or has little or no 
effect upon the value of the 


Mae to describe a PUD in 
which the common prop- : 
erty has a relatively insig- 
property.. 


— oe a.o wax - “ 
FRA AS 


The first step of the val- 
uation process. The 
appraiser determines 
what the problem is that 
the client has engaged 
the appraiser to solve. 
Often it is to estimate the 
value of a property. 


Definition of Value 
A mandatory part of the 
appraisal report that is the 
exact definition of the value 
estimated in the report. 


Date of Value Opinion 
(See: Effective Date of the 
Value Opinion) 


Depreciation 

The difference between 
the reproduction cost of 
improvements and their 
value. It is the loss in value 
suffered by improvements 
to property and personal 
property caused by phys- 
ical deterioration, func- 
tional obsolescence, and 
external obsolescence. 


Detrimental Condition 
An adverse condition that 
exists on the property or in 
the market area of the sub- 
ject property that nega- 
tively effects its value. 


Direct Capitalization Rate 
A capitalization rate that is 
extracted from market data 
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collected. in the Market 
Area. The net operating 
income of a comparable 
property is divided by the 
value of the property to 
produce the rate. 


Direct (Hard) Costs 


The costs of construct- 
ing an improvement that 
consist of labor, materi- 
als and the contractor's 
profit. 


Dollar Adjustments 


One of the methods used 
to adjust for differences 
between a comparable 
sale and the subject prop- 
erty, The amount of the 
adjustment is stated in 
dollars not a percentage. 


Double Hung Windows 


A window with two sashes 
that move up and down 
independently in tracks. 


Downspouts 


Apipe used for carrying rain- 

water from the roofofa house 

to the ground or into a dry 

well or sewer connection. 
(See: Illustration) 


Duplex Outlet 


À common type of elec- 
trical outlet used in the 
United States up to 1960 
when it was replaced with 
outlets that had a ground 
wire. 

(See; Illusiration) 


Duplex Receptacle 


(See: Duplex Outlet) 


Dutch Colonial 
Colonial Style 


(See Illustration) 


Early Georgian 
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English Style 
(See Iihistration) 


Early Gothic Revival 
19th Century American Style 
(See Illustration) 


East Lake 
19th Century American Style 
(See: Illustration) 
Cotswold Cottage 
English Style Eastern Town House 
19th Century American Style 
(See: Brownstone) 


Easements 
A liberty, privilege, or right 
that one has to use land 
for a specific purpose dis- 
tinct from ownership of 
the soil, such as the right 
to cross X to get to Y. 


Economic Base 
The major economic activ- 
ities of a community that 
provide it support by 
bringing in funds from 
outside the community. 


HER ETE 
a 


Creole Style 
Louisiana Economic Base Analysis 

New Orleans A technique for the analy- 

French Style sis of the macro economic 
supports of a commu- 
nity. It is used as a means 
of predicting income and 
population or other varl- 
ables that affect real estate. 
value. 


Economic Feasibility 
| A study of the projected 
income and expenses of a 
project to determine whether 
Dutch Colonial the project warrants the pro- 
Colonial American Style posed cost to develop it. 


Economic Forces 
One of the four forces that 
effect the value of property. 
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Effective Date of the 
Appraisal 
(See: Effective Date of the 
Value Opinion) 


community growth, eco- 
nomic profile of the resi- 
dents, new construction 
and vacant land and turn- 


over and vacancy rates. Effective Gross Income (EGI) 


The total estimated poten- 
tial income for a prop- 
erty including rents and 
ai Ou  nusccuauncous 
income, less an allowance 
for loss of income due to 
vacancy and collection 
losses. 


They are: relationship to 
Economically Feasible 
(See: Financially Feasible) 
Economic Life 
Thelength of time improve- 
ments can be profitably uti- 
lized, and continue to con- 
tribute value to the prop- 
erty. When the improve- 
ments no longer contrib- 
ute any value, they have 
reached the end of their 
economic life. 


Early Georgian 
English Style 


Egress 
The right or action of going 
on or off a property. 


Egyptian Revival 
Early 19th Century Style 


Economic Rent (See: Illustration) 


The rent that a property 
would command in the 
market at any given time, 
if it were vacant and 
available for lease, even 
though the actual rent 
may be different. 


Elderly Housing 
(See; Housing for the Elderly) 


Elements of Comparison 
In the valuation process, 
the factors an appraiser 
uses to adjust for simi- 
larities and differences 


Early Gothic Revival 


Effective Date of the Value 18th Century American Style . 


Opinion 


A mandatory date that 
must be stated in every 
appraisal report. It is the 
date to which the value 
estímate applies. It can be 
the date of the last inspec- 
tion or any other date 
clearly specified in the 


The age an improvement 
appears to be, as compared 
to other improvements in 
the market, considering 
its condition and design. 
Effective age is often differ- 
ent from the actual age. 


East Lake 


19th Century American Style 


between the subject prop- 
erty and the chosen com- 
parable sales or compara- 
ble listings, There are five 
basic elements of compar- 
ison which many apprais- 
ers consider: 


* Conditions of Sale 


appraisal report. ELE 
* Location 
Effective Age * Physical Characteristics 


* Financing 


Elizabethan 
Half Timber 
English Style 


(See Illustration) 
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Encroachments 

An intrusion of one per- 
son's property upon the 
property of another. It may 
be a wall, a fence, or a cor- 
nice or casement window 
that extends upon adjoin- 
ing property. 


English Colonial 

English Style 

(See: Front Gable New England 
Colonial) 


Entrepreneurial Profit 

Àn additional amount 
that many appraisers feel 
should be added to cost of 
improvements in the cost 
approach, in addition to 
the direct cost and indirect 
costs, to reflect the typi- 
cal profit that is made by 
a developer, of the type of 
property being appraised. 


Environmental Obsolescence 
(See: External Obsolescence) 


Environmental Regulations 
Local, state and fed- 
eral environmental ordi- 
nances that control the 
use of property. 


Environmental Restrictions 
Restrictions on the devel- 
opment. and use of the 
land based on environmen- 
tal considerations. There 
are federal, state, and local 
environmental restrictions. 


Excess (Surplus) Land 
The land that is not needed 
to develop the property to 
its highest and best use. 


External Obsolescence 
Any loss of value suffered 
by a property caused by 


Egyptian Revival 
Early 19th Century Style 


Elizabethan 
Half Timber 
English Style 


Federal 
Colonial American Style 
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things that are off ihe 
premises, The loss can be 
caused by physical or eco- 
nomic conditions, 


Exiraction Method 
A method of estimating the 
value of a site based on 
sales of comparable prop- 
erties. The contribution of 
the improvements is esti- 
mated and deducted from 
thetotal sales price to arrive 
ata sales price for the land. 
This technique works best 
when the contribution of 
the improvements to the 
total price is small. 


Extraordinary 

Assumptions 
An assumption, directly 
related. to a specific 
assignment, which, if 
found to be false, could 
alter the appraiser's opin- 
ions or conclusions. They 
presume as fact other- 
wise uncertain informa- 
tion about physical, legal 
or economic characteris- 
tics of the subject prop- 
erty; or about conditions 
external to the property, 
such as market condi- 
tions or trends; or about 
the integrity of data used 
in the analysis. 


Fannie Mae 
It was created by the fed- 
eral government as a gov- 
ernment agency called the 
Federal National Mortgage 
Association and later char- 
tered as a private corpora- 
tion now called Fannie Mae. 
Its stock is publicly traded. 
Its primary purpose is to 
buy mortgages from pri- 
mary lenders and sell them 
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primarily iu FHA and VA 
insured mortgages. Now it 
buys and sells many types 
of mortgages. 


Federal Style 
Colonial American Style: 


QUO Luusib aldoi) 


in the secondary mortgage 
market. Originally it dealt 


Federal Emergency 

Management Agency (FEMA) 
A government agency that 
was started to sell flood 
insurance, produce flood 
maps and regulate build- 
ing in flood hazard areas. 
Its functions have been 
increased to also provide 
flood and other types of 
disaster relief, 


Federal Home and 
Mortgage Corporation 
See Freddie Mac 


Federal Housing 

Adminstration (FHA) 
A government agency now 
part of tbe Department 
of Housing and. Urban 
Development. Its pri- 
mary function is to insure 
mortgages, 


Federal National Mortgage 
Corporation 
See Fannie Mae 


Fee Appraiser 
An appraiser who primar- 
ily acts as an independent 
contractor and receives 
appraisal assignments 
from multiple clients. 


Fee Simple 

The best and most com- 
plete title an owner can 
have to a piece of real 


Chimowy 


Footings & Footing 
Drains 


Foursquare 
Early 20th Century American Siyle 


estate, 


Final Estimate of Value 


An opinion made by an 
appraiser after all. of the 
steps of the valuation pro- 
cess and after the final rec- 
anciliation as to what the 
appraiser feels is the value 


Ola piopoity. 


Final Reconciliation 


An appraisal term for the 
process of choosing the most 
appropriate data and select- 
ing from among alterna- 
tive conclusions developed 
in the three approaches to 
value in order to estimate a 
final indicated value for the 


property. 


Financially Feasible 


One of the four tests to 
determine the highest and 
best use of a property. The 
use being tested must be 
capable of producing some 
profit to pass the test. 


Fixed Expenses 


Expenses associated with 
real estate that tend to 
remain the same regard- 
less of the occupancy of 
the property, such as taxes 
and property insurance. 


Fixtures 


Personal property acces- 
sory to the real estate and 
part and parcel of it, such 
as toilets, light fixtures, 
and furnaces; usually con- 
sidered to be part of the 
real estate when the prop- 
erty is sold. 


Flashing 


Metal or composition, used 
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to protect, cover, or deflect 
water in places where two 
materials join or form 
angles, such as roof valleys 
and chimney proirusions. 


Flood Hazard Area 
Án area designated by 
FEMA where there is a sta- 
tistical probability of the 
area flooding once every 
100 years or less. 


Flood Maps 
Maps produced by FEMA 
that show the different 
flood zones in the area 
covered by the map. 


Flood Plains 
The flat surfaces on the 
banks of rivers and streams 
that are subject to flooding. 


Foil Insulation 
A type of insulation that has 
a foil backing that increases 
its capacity to insulate by 
reflecting the heat waves. 


Footing 
A concrete support under 
a foundation, chimney, or 
columa that usually rests 
on solid ground and is 
wider than the structure 
being supported. 


Footing Drains 
Drains that run around 
the perimeter of the foot- 
ing, usually made of per- 
forated pipes that divert 
the water from the footing 
to soinewhere on the site 
where it can be absorbed 
or diverted off the site. 

Foursquare 

Early 20th Century American 

Style 


French Farm House 
French Style 


French Provincial 
French Style 
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(See: Mustration) 


Fractional Interests 
Ownership interests that 
are less than fee simple 
such as air rights, sub- 
surface rights, easements, 
right of ways, or any other 
partial interest. 


Freddie Mac 

It was created by the fed- 
eral government in 1970 
as a government agency 
called the Federal Home 
Loan Mortgage Corporation 
and later chartered as a pri- 
vate corporation now called 
Freddie Mac. . Its stock is 
publicly traded. Iis primary 
purpose is to buy mort- 
gages from primary lend- 
ers and sell them in the 
secondary mortgage mar- 
ket. Originally it dealt pri- 
marily in mortgages writ- 
ten by Federal Savings and 
Loan Associations. Now it 
buys and sells many types 
of mortgages. 


French Farm House 
French Style 
(See: Mhustration) 


French Normandy 
French Style 
(See: Illustration) 


French Provincial 
French Style 
(See: Illustration) 


Functional Modern 
(See: Contemporary Style) 


Frontage 
The length of the bound- 
ary line that touches 
the street. 
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Front Gable New England 
Colonial 
Colonial American Style 
(See: Illustration) 


Functional Obsolescence 


- Curable 
Those  impairments or 
defects in fanrtinnal 


capacity or efficiency which 
are cost-effective to cure, 
ie. that will return enough 
value to the property to off- 
set the cost to correct them. 


Functional Obsolescence 

- Incurable 
Those impairments or 
defects in functional capac- 
ity or efficiency which it is 
not cost-effective to cure, 
ie. that will not return 
enough value to the prop- 
erty to offset the cost to 
correct them. 


Functional Obsolescence- 

Superadequacy 
Those improvements to à 
property that are exces- 
sive and do not contribute 
value equal to their cost. 
However, since they con- 
tribute some value it is not 
economically prudent to 
remove them. 


Garrison Coloníal 
Colonial American Style 
(See: Illustration) 


General Data 
Data that originates out- 
side the property. It is 
divided into primary data, 
which is generated by the 
appraiser or some agency 
and is not kuow by the 
public, and secondary data 
which is published and 


Front Gable New England 
Colonial 
Colonial American Style 


Garrison Colonial 
Colonial American Style 


T S PUEDE 


Georgian 
English Style 
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available to the public. 


Gentrification 

A process of renovation and 
rehabilitation, usually of 
inner city properties, which 
results in increased value, 
and an increase in the socio- 
economic circumstances of 
He datos En pt 
borhood, both owners and 
renters. The process brings 
increased wealth and sta- 
bility to the city, it causes 
problems for poorer people 
caught in the upward rise 
of rents and values who can 
no longer afford to remain 
in their neighborhood. 


Geodetic Survey Program 
A program of the U.S. 
Geological Agency to make 
topographic maps for most 
of the United States. 


Geographic Characteristics 
Characteristics such as size, 
width, depth and shape. 


Geologic Characteristics 
Characteristics such as 
topography, soil and sub- 
soil composition, drain- 
age aud wetlands. 


Georgian 
English Style 
(See Mustration) 


Going Concern Value 
The special value that a 
property or business has 
while it is in operation, 
which will cease to exist 
when the business opera- 
tion is not functioning. 


Government Sponsored 
Enterprises (GSEs) 
Corporations with pub- 
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lic purposes created by the 
U.S. Congress to reduce 
the cost of capital for cer- 
tain borrowing sectors of 
the economy now primarily 
homeowners and farmers; 


GSEs carry the implicit 
backing of the US. 
Government, but they are 
not direct obligations of the 
U.S. Government. Fannie 
Mae and Freddie Mac are 
GSEs. 


. Greek Revival 
Colonial American Style 
: (See: Illustration) 
Gross Building Area 
. A way of measuring the 
size of a building based on 
its exterior dimensions. It 
includes all of the building's 
area, regardless of how it is 
finished or How it is used. 


Gross Income Multiplier 

A figure which, when mul- 
tiplied by a property's 
annual gross income, will 
produce an estimate of 
the value of that property. 
The figure is obtained by 
taking a sample of simi- 
lar properties and divid- 
ing each property's sell- 
ing price by its annual 
gross income (rent and 
other income). The results 
are reconciled into a sin- 
gle multiplier or range of 
multipliers. 


Gross Living Area (GLA) 
This is the interior measure- 
ment of finished, above- 
grade residential space. 
Excluded are unheated 
areas such as porches, bal- 
conies and any unfinished 
attic areas. An important 


Greek Revival 
Colonial American Style 


Heat Pump 
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figure for comparison of 
comparable sales with a 
subject. property in most 
appraisals. 


Gross Monthly Rent 
Multiplier (GMRM) 


A version of the income 
approach used by apprais- 
ers mostly for estimating 
the value of residences, 
The estimated monthly 
rent of the property (with- 
out furniture or utilities) 
is multiplied by the gross 
rent multiplier to produce 
a value or range of values. 


Gross Rent Multiplier (GRM) 


SimilartotheGrossMonthly 
Rent Multiplier but used 
in appraising larger com- 
mercial buildings where a 
GRM abstracted from the 
market is multiplied by the 
annual gross rental of the 
property to yield an esti- 
mate of its value. 


A period in the evolution of 
a market area and neigh- 
borhood during which it is 
expanding. Itis character- 
ized by successful develop- 
ments within the area. 


Gypsum 


A widely distributed min- 
eral consisting of hydrous 
calcium sulfate which is 
used to make plaster of 
paris which is the primary 
ingredient of a popular type 
of wall board called drywall 
marketed as Sheetrock. 


Heat Pump 


A system employed to 
transfer heat into a space 
or substance, A condenser 
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provides the heat while an 
evaporator picks up heat 
from air, water, etc. By 
shifting the flow of air or 
water, a heat pump sys- 


tem may also be used to 


cool the space. 
(See Illustration) 


En lf Umm n 


English Style 


(See: Elizabethan) 


Highest and Best Use 


The utilization of a prop- 
erty to its best and most 
profitable use. It is that 
use, chosen from among 
reasonably probable and 
legal alternative uses, 
which is found to be phys- 
ically possible; appropri- 
ately supported, and finan- 
cially feasible to result in 
highest land value. 


(four) 

The four tests used to 
determine highest and 
best use for a particular 
property. To be the high- 
est and best use, a pro- 
posed use must meet all 
four tests, and be: 


1. Physically possible 
2. Legally permissible 


3. Financially feasible 
4. Maximally productive 


High Victorian Gothic 
i9th Century American Style 


High Victorian Italianate 
19th Century American Style 


. Horizontal Sliding Windows 
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A hollow masonry unit 
that has core holes which 
exceed 2596 of the total tile 
volume. 


Homeowners' Association 


1. An association of prop- 
erty owners in a residen- 
tial area formed for the 


st 
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area both physically and 
socially. The association 
may own or maintain some 
physical facilities. 


2. An association that is 
formed as part of the pro- 
cess of establishing the 
ownership of a. property 
such às a condominium or 
planned unit development. 
The association is respon- 
sible for the regulation and 
maintenance of the com- 
monly owned property. 


Atype of window that slides 
open and shut on horizon- 
tal tracks. 


Housing for the Elderly 


A special classification of 
housing that is designed 
with features needed by 
elderly residents. 


Hydronic Water System 


A type of heating system 
that used hot water to con- 
vey the heat from the fur- 
uace to tbe radiators. 


High Victorian Gothic International 
19th Century de MILI Style Early 20th Century American Hypothetical Condition 
pee dad Style That which is contrary to 


what exists but is sup- 
posed for the purpose of 
analysis. It assumes con- 
ditions contrary to known 
facts about physical, legal, 
or economic characteristics 


High Victorian Italianate 
19th Century American Style 
(See: Illustration) 


Hollow Masonry Walls 
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of the subject praperty, or 
about conditions exter- 
nal to the property, such 
as market conditions or 
trends, or about the integ- 
rity of the data used in an 
analysis. (Source: 2006 
USPAP) 


Improvements 


1l. Objects or structures 
attached to the land. 


2. The site preparations 
required for building 
which include grading, 
landscaping, driveways, 
utility connections and 
others. 

3. Additions in structure, 
function or utility made 
to à property to increase 
its value. 


Income Capitalization 


(See: Income Capitalization 
Approach) 


T 


Italian Villa 
Latin Style 
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paid gross amounts with- 
out tax deductions for his 
or her services. 


Indirect Costs 


The cost of construct- 
ing a building that are 
not included in the direct 
costs. Typical indirect 
costs include: professional 
services, developers over- 
head, building permits 
and licenses, insurance 
premium, iuterest, taxes, 
seling expenses and car- 
rying costs. 


Ingress and Egress 
A right to enter upon and 
pass through land. 


Insurable Value 


An estimate of the value of 
a property for the purpose 
of obtaining insurance, It 
includes only the value af 
those portions of real prop- 
erty that are insurable, 


and excludes thase that 
are not, such as land. 


Income Capitalization 
Approach 
An approach to value used 


by appraisers to measure Intended Use 


the present value of the 
future benefits of property 
ownership. 


Independent. Contractor 


A self-employed person who 
performs services with- 
out being controlled by the 
person or organization for 
whom the services are ren- 
dered. For a real estate 
salesperson to be an inde- 
pendent contractor, he or 
she must be free to act inde- 
pendently and without obli- 
gations such as floor time, 
meeting attendance, fixed 
hours, etc, The indepen- 
dent contractor should be 


Japanese 
Oriental Style 


The use or uses of an 
appraisers reported  ap- 
praisal, appraisal review, or 
appraisal consulting assign- 
ment opinions and conclu- 
sions, as identified by the 
appraiser based on com- 
munication with the client 
at the time of the assign- 
ment. (Source: 2008-2009 
USPAP) 


Intended User 


The client and any other 
party as identified, by 
name or type, as users of 
the appraisal, appraisal 
review, or appraisal con- 
sulting assignment opin- 
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ions and conclusions, as 
identified by the appraiser 
based on communica- 
tion with the client at the 
time of the assignment. 
(Source: 2008-9 USPAP) 


Interim Use 
Temporary use of a prop- 
erfv in onradure same 
income during the period 
in which development is 
postponed, 


International 
Early 20th Century American 
Style 

(See: Illustration) 


Investment Value 
Value to an investor based 
on. his or her individ- 
ual needs and income tax 
bracket. 


Italian Villa 
Latin Style 
(See: fllustration) 


Jalousie Windows 

Windows and doors made 
of movable glass lou- 
vers that can be adjusted 
to slope upward to admit 
light and air yet exclude 
rain or Snow. 

(See: Illustration] 


Japanese 
Oriental Style 
(See Illustration) 


Joists 
A series of parallel wood 
or steel beams set at even 
distances apart which are 
used to support floors and 
ceilings. 


Joists 


Log Cabin 
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Land 
1. The solid portion of the 
earth's surface substan- 
üal in its undisturbed 
condition. 


2. Unimproved property, 
without site improvements 
such as roads, utilities, 


V, 


3. That portion of a 
real property which is 
not structures or other 
improvements. 


Land Residual Technique 

A five-step process that is 
used to estimate the value 
of land. It is based on the 
assumptionthattheincome 
a property earns can be 
split between the land and 
the improvements. 


Leaders 
(See: Downspout) 


Legal Description 

A method of identifying the 
boundaries of a property. 
There are a variety of dif- 
ferent systems approved by 
the laws of different states. 
See also Geodetic System, 
Metes and Bounds, Public 
Land System, Recorded 
Map. 


Legal Non Conforming Use 
A use that was lawfully 
established and main- 
tained, but does not con- 
form to the use regula- 
tions in the zone where it 
is located. 


Legally Permitted 
A use that is legally per- 
mitted by the zoning ordi- 
nances, building codes, 
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environmental regulations 
and any other ordinance 
that applies to the subject 
site. 


Limited Appraisal 
Any appraisal which 
does not conform to all 
of the requirements for 
a Complete Appraisal as 
delineated in the USPAP of 
the Appraisal Foundation. 


Limiting Condition 

A statement in an appraisal 
that the appraisal is sub- 
jeet to  consummation 
(or elimination] of situ- 
ations prior to the effec- 
tive date of the appraisal 
(or completion of transac- 
tion) which items, if not 
done, may effect the value 
conclusion. 


Linkage 
The connection between 
a property and what sup- 
ports its use. Examples 
are residences to places of 
work, and stores to their 
customers. 


Liquidation Value 
The value of real property 
if it were forced to be sold 
quickly to raise money. 


Locational Obsolescence 
(See Economic 
Obsolescence) 


Log Cabin 
Colonial American Style 
(See Illustration) 


Loose Insulation 
À type of insulation that 
is not attached to a back- 
ing material It is usually 
poured between rafters or 
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Elements of Fair Market Value 


* Buyer and seller are ready, willing and 
able to buy and sell 
* Buyer and seller are informed 


* Buyer arid seller are acting under no unu- 


sual compulsian or duress 

+ Property is exposed to the market for a 
reasonable period of time 

* Sale is for money with typical financing 
available 


MARKET VALUE 


Masonry Tudor 
or 
Jacobean 
English Style 
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blown or poured into the 
walls between the studs, 


Lot and Block System 
A map that divides a par- 
cel of land into lots and is 
the basis of legal descrip- 
tions. It is used in most of 
the United States except in 
the original thirteen states. 


Louisiana 
(See: Creole Style) 


Macro Data 
Information on aggre- 
gate phenomena such as 
employment, national & 
regional income, inter- 
est rates, and balance of 
trade, 


Market (Economic) Rent 
The amount of rent a prap- 
erty should bring If it were 
being currently offered for 
rent under competitive 
market conditions. 


Market Area 
The geographic territory 
within which a product 
being marketed can rea- 
sonably expect to find a 
buyer. 


Market Data Analysis 

A study made of general 
inarket conditions for the 
product proposed to be 
marketed. It takes into 
consideration the supply 
and demand of the prod- 
uct. It also considers the 
current attitudes of the 
buyers and sellers and the 
availability of financing. 


Market Data Approach 
(See: Sales Comparison 
Approach) 
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Market Price 


The actual price paid for a 
property. 


Market Rent 


The amount of rent a prop- 
erty should bring if it were 
being currently offered for 
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market conditions. 


Market Value 


The price (highest or most 
probable) that a property 
will sell for in a competitive 
market when all the condi- 
tions for a fair sale exist, 
These conditions include 
buyers and sellers who are 
knowledgeable of the prop- 
erty and the market and 
who are typically moti- 
vated and free of unusual 
stimulus and acting in 
their own best interest. It 
also assumes that there Is 
sufficient time available to 
market the property and 
that typical financing will 
be available. 

(See Illustration) 


Micelan tele 


19th Century American 


Style 


Mobile Home 
Post WW II American 
Style 


Mass Appraisal 
The process of appraising 
an entire area or district at 
the same time usually for 
the purpose of adjusting 
property taxes. 


Matched Pairs of Sales 

à AECI wiich 
ket "data approach "uf 
the appraisal process, 
whereby the appraiser 
identifies highly simi- 
lar properties to extract 
a value for a single dis- 
similarity. For example, 
using two identical con- 
dominium units, except 
for a fireplace in one 
but not in the other, an 
appraiser may extract 
the market value of a 
fireplace. Matched pairs 
are often used to extract 
land values or the value 
of excess land. 


Metes and Bounds 
I. The boundary lines of 
a property including ter- 
minal points and angles. 


Masonry Tudor 2. A system of prop- 
or erty description used pri- 


Jacobean Monterey marily in New England 
English Style 19th Century American where land records pre- 
(See Illustration) Style date the government sur- 


vey system. 
Masonry Veneer Siding 

A masonry facing that is 
placed against a wall but 
not bonded to it primar- 
ily for decorative pur- market area, comparable 
poses and for protecting property sales and 
the exterior surface from listings. 
wear, It may also increase 
the insulation rating of 
the wall. 


Micro Data 
Specific data such as 
housing supply in a 


Mini Warehouses 
A group of small ware- 
houses that are offered 
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to individuals and busi- 
nesses for short terms to 
store their business and 
personal property. 


Mission Style 
19th Century American Style 
(See Mustration) 


Mobile Home 
Post WW II American Style 


(See Illustration) 


Mobile Homes 
The old name for a man- 
ufactured home or house 
trailer. A house that is 
manufactured off the site 
and then transported to 
the site. 


Modernization 

The process of bringing 
a property up to current 
standards of design and 
mechanical equipment. 
This may require changes 
in the exterior and inte- 
ror and ihe replacement 
of mechanical equipment 
with current equipment. 


Monterey 19th Century 
American Style 
(See: Illustration) 


Mortgage Constant 

The total annual payment 
of principal and interest 
(annual debt service) on 
a mortgage with a level- 
payment amortization, 
expressed as a percent- 
age of the initial principal 
amount. 


Mortgage Debt Service 
The annual sum of al 
mortgage payments. 


Most Profitable 
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New íRnglani.C Colonial. 
Colonial American Style 


New England Farm House 
Colonial American Style 


Northwestetn or Puget Sound 


Post-World War Il American 


Octagon House 


19th Century American Style 
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One of the original four 
tests of Highest and Best 
Use. It is now called 
"Maximally Productive." 


Multiple Regression 
Analysis 


A statistical technique for 
measuring the effect that 
a number of independent 
variables have on one 
dependent variable. The 
technique is now used by 
appraisers to attempt to 
develop adjustment from 


large amount of compara- 


ble sale data, 


Narrative Appraisal 
. Reports 


Presentation of an estimate 
of value, featuring a book- 
type layout. Typically, a 
narrative report consist- 
ing of many pages and 
is divided into sections, 
including exhibits and pho- 
tographs ofthe subject. This 
is the most complete type of 
appraisal presentation. 


Neighborhood 


Every neighborhood is 
constantly changing, often 
following a four-phase life 
cycle: 


1. Growth: The period 
when active construction 
takes place, new inhabit- 
ants are attracted, and the 
neighborhood gains favor 
and acceptance. 


2. Stability: A period 
of undefined length in 
which there are no major 
changes and no marked 
gains or losses. 


3. Decline: À period that 
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begins when a neighbor- 
hoodisless able to compete 
with other neighborhoods. 
Properties may change 
use and be in a poor state 
of maintenance. 


4. Renewal: A period of 
rejuvenation and = rebirth 


A mnaleot Armeana 


New England Colonial 
Colonial American Style 
(See Illustration) 


New England Farm House 
Colonial American Style: 
(See Illustration) 


Non-Basic Employment 
Employment in those activ- 
ities in a community that 
do not bring in money from 
outside the community. 

Northwestern or 

Puget Sound 

Post-World War I American 
(See: Illustration) 


New Orleans 
(See: Creole Style) 


Octagon House 
19th Century American Style 
(See: Illustration) 


Opinion of Value 
The value estimated by an 
appraiser and reported in 
an appraisal report of a 
defined value. 


Operating Expenses 
The expenses resulting from 
the production of income 
fron a property such as 
taxes, insurance mainte- 
nance, repairs, utilities and 
rubbish removal. 


Pennsylvania Dutch Colonial 
Pennsylvania German Farm 
House 
Colonial American Style 
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Oral Appraisal Report 

Au oral report by an 
appraiser, usually in à 
court of law, which refer- 
ences a written real estate 
appraisal, but presents 
substantial material evi- 
dence in oral format, for 
use by a jury or judge in 
sg à UO. il ASG 
can be made to a client 
who specifically requests 
it, but It must comply with 
the record keeping require- 
ment of the USPAP. 


Ordinary Assumptions and 
Limiting Conditions 
Statements made by the 
appraiser that are part of 
the appraisalreport about 
things that may or may 
not be as described in the 
report. Should they turn 
Qut not to be as described 
the estimated value may 
not be accurate. 


Orthographic Projection 
A drawing of building 
without perspective. It is 
the most common way 
that building plans are 
drawn. The lines that are 
parallel in the building are 
parallel on the drawing. 

(See: Illustration) 


Overall Capitalization 

Rate 
The ratio between annual 
net operating income 
(NOD and the value or 
sales price, It is often 
used by appraiser to pro- 
cess income into value. 


Party Wall Agreements(13) 
An agreement regarding a 
common wall in buildings 
that separates two units 
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into separate ownership. It 
is conmonly found in row 
houses and town bouses. 


Passive Voice 
In a sentence written in 
passive voice, the sub- 
ject receives the action 
expressed in the verb; the 
subject is acted upon. 


Pennsylvania Dutch Colonial 

Pennsylvania German Farm 

House 

Colonial American Style 
(See: Dlustration) 


Percentage Adjustment 
Adjustments for differ- 
ences between the subject 
property in an appraisal 
and the comparable sales, 
expressed in percent- 
ages and used in the mar- 
ket data approach of the 
appraisal process to reflect 
certain conditions in a spe- 
cific market. 


Percolation Test 
A test made to deter- 
mine the capacity of the 
soil to absorb water, often 
required to establish the 
location of the leaching 
flelds of a septic system. 

Period of Decline 
A period in the evolution of 
a market area and neigh- 
borhood during which it is 
declining. It is character- 
ized by little or no devel- 
opments and a decreasing 
reputation. 


Period of Equilibrium 
A period in the evolution of 
a market area and neigh- 
borhood during which 
expansion slows down as 
the availability of vacant 


Plastic House 
Post World War II American 
Style 


Plank and Beam Framing 
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land decreases. Itis char- 
acterized by successful 


developments and a con- 
tinued good reputation. 


Period of Stability 
A period in the evolution of 
a market area and neigh- 
borhood during which it 
stops expanding. This 
period often lasts a long 
time. 


Personal Property 

One of the two broad 
classifications of prop- 
erty, the other being real 
property, which is. distin- 
guished by its movability 
versus being permanently 
affixed, In making the dis- 
tinction which varies from 
state to state, the manner 
of annexation, intent of 
the parties who annexed 
it, and the use must all be 
considered, 


Physical Deterioration 
(Depreciation) 


1. Loss in value of a property 
caused by wear, tear, age, 
and use. 


2. An appraisal term for one 
of the three broad categories 
of depreciation. 


Physical Deterioration 

- Curable 
Items of physical deterio- 
ration in a property that 
should be cured by a pru- 
dent owner because tbe 
value added to the property 
by making the repairs is 
greater than the cost of the 
repairs. 
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Physical Deterioration 

- incurable 
Items of physical deterio- 
ration in a property that 
a prudent owner would 
not cure either because 
it is not physically possi- 
ble to do so or because the 
cast of making the repair 
WU Caco Tie ZiCIUc0 
in value of the property as 
a result of the repair. 


Physical Life 
Typical life of an improve- 
ment that has been cor- 
rectly maintained and 
cared for. 


` Physically Possible 
One of the four traditional 
tests for highest and best 
use, 


Plank and Beam Framing 
One of the three common 
methods of framing in 
which beams are placed 
up to eight feet apart and 
covered with planks. 


Planned Unit Developments) 

(PUDs) 
A type of land development 
that is specially provided 
for in a community's zon- 
ing regulations, allowing 
the developer more flex- 
ible use of the land. Part 
of the land is divided into 
lots, which are individu- 
ally owned. The balance is 
set aside for use by all the 
owners of lots within the 
subdivision and is owned 
either by the commu- 
nity or by an association 
formed for the lot owners 
in the subdivision. 
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Postmodern 
Post-World War II American Style 
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Plastic House 
Post World War II American 


Style 
(See Illustration) 


Plat Map Productivity 


A map that indicates the 
boundary lines of real 
estate, usually of land that 
has been subalyiued. 


Platform Frame 
Construction 


One of the three com- 
mon methods of framing 
(also called Western plat- 
form framing). It is char- 
acterized. by sub flooring 
that extends to the out- 
side edges of the: build- 
ing to provide a platform 
upon which exterior walls 
and interior partitions are 


erected. It is the most cota-. 


mon type of framing sys- 
tem used for houses. 


Plottage 


When two or more small 
lots under different own- 
ership are assembled into 
one common ownership to 
produce a larger lot with 
increased utility. 


Plottage Value 


The increase in value cre- 
ated when two or more 
small lots under different 
ownership are assembled 
into one common owner- 
ship to produce a larger lot 
with increased utility. 


Police Power 


The power of the govern- 
ment to control the use 
of real estate for the gen- 
eral welfare of the pub- 
lic. It does this tbrough 
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zoning regulations, build- 
ing codes, environmen- 
tal regulations, etc. It also 
includes the goveruments 
right to acquire property by 
condemnation, 


Polysyllabic Words 
Complex words of many 
syllables, rather than one 
or two. 


Postmodern 
Post-World War Il American 
Style 

(See Illustration) 


Potential Gross Income 
The total rent that could 
be collected for a property 
if all the space was rented 
at market rent and all the 
tenants paid 100% of the 
rent due. i 


Prairie House 
Early 20th Century American 
Style 

(See Illustration) 


Predominant Land Use (12) 
The most common use of the 
developable land in a market 
area or neighborhood. 


Price 


1l. The sum of money for 
which a property or other 
item is sold. 


2. The asking or listing 
price of a property. 


3. Historical transaction 
cost of property. 


Primary Data 
Data that is collected by 
the appraiser from origi- 
nal sources that are not 
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Prairie House 


Early 20th Century American 


Pueblo or Adobe 
Barly 20th Century American 
Style 


Queen Anne 
19th Century American Style 
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generally available to the 
public such as the num- 
ber of vacant houses in 
the neighborhood or the 
rents of various types of 
apartments. 


Principle Meridian 

Lines on a map running 
north to south also called 
longitude lines. They are 
used as boundary lines in 
the U.S. rectangular sur- 
vey system. The Principle 
Meridian lines shown on 
the maps in this system 
are about one mile apart. 


Principle of Substitution 
States that when sev- 
eral commodities or ser- 
vices are available provid- 
ing substantially the same 
utility and benefit, the one 
with the lowest price will 
be chosen by the market. 


Private Restrictions 
Limitations on the use of 
land that are created by an 
owner and passed on to all 
future owners by means of 
a deed restriction. 


Property 


l. A broad term for an 
area of land under one 
legal ownership together 
with all the buildings and 
other improvements. 


2. The rights or interests 
in land or chattels. 


3. Anything that is owned 
by a person, partnership, 
corporation or other type 
of organization. 
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Property Rights 
The rights associated with 
a piece of real estate are 
divided in the rights of the 
government and private 
property rights which con- 
sist of a bundle of rights 
including the rights to use 
the property, or transfer 
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Prospective Date 
The effective date of valuation teni Pg t Lm 
that is a date after the date 
of the last inspection of the 


property by tbe appraiser. 


Rectangular (Government) 
Survey 


Public Legal Restrictions 
The rights of the govern- 
ment to regulate the use of 
the property, the right to tax, 
the right to take the prop- 
erty for the good of the pub- 
lic and the right of escheat. 


Public Records 

Records which the govern- 
ment is required to keep in 
order for someone or some 
organization to glve notice 
that is required by law such 
as deeds, mortgages and 
other real estate related 
documents required to be 
filed to satisfy a variety of 
statutory requirements. 


Rectangular 
(Government) Survey 


Puget Sound 
(See: Northwestern Style) 


Pueblo or Adobe 
Early 20th Century American 
Style 

(See: Illustration) 


Purpose of the Appraisal 


A term for the type of value Noninisiqun 
to be estimated by the 
appraiser. 19th Century American Style 
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Quantitative Analysis 
A type of analysis that reports 
the changes and trends tak- 
ing place to the general data 
used in the appraisal. 


Quantitative Data 
(See: General Data) 


duaniity Survey iiöinvü 
A method of estimating 
the cost of a new build- 
ing or the reproduction 
or replacement cost of an 
existing building by mak- 
ing a detailed estimate of 
the quantity and quality of 
the necessary materials as 


well as the labor necessary: 


to install the materials. 


Queen Anne 
19th Century American Style 
(See Dlustration) 


Range Lines 
In the government sur- 
vey land description, lines 
parallel to the principle 
meridian, marking off the 
land into six-mile strips 
known as ranges, they are 
numbered east or west of 
the principle meridian. 


Real Estate 

Land and all attachments 
that are of a permanent 
nature; same as realty. 
Real Estate is distinguished 
from personal property. At 
one time real estate was 
the sole source of wealth, 
and thus achieved a special 
place in the law because of 
its importance. 


Real Property 
The right to use real estate as: 


1. fee simple estate, 
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2. life estate or 


3. leasehold estate. Some 
times defined as real 
estate. 


Reconciliation 
The final step in the 
appraisal process, in 
which the appraiser com- 
bines the estimates of 
value received from the 
sales comparison, cost 
and income approaches to 
arrive at a final estimate of 
market value for the sub- 
ject property. 


Reconstructed Operating 
Statement 


Glossary 


Roxaan Tuscan Mode 
19th Century American Style 
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lic facilities in an urban 
renewal area, 


2. Restoring and renovating 
a property without destroy- 
lag existing improvements 
or changing the form or 
style of the property. 


Rejuvenation 

(Revitalization) 
A period in the life cycle 
of a market area or neigh- 
borhood after a period of 
decline that is often the 
result of organized com- 
munity activities such as 
redevelopment programs, 
rebuilding and historical 
renovation. 


A special Operam state- IES liane ^ Remaining Economic Life 
ment prepared by an a E uli The period of time from the 


appraiser for use in the PEPR up ER ; effective date of the value esti- 


income approach of an 


appraisal. It includes only EU : 


those items of income and 
expense that are direcily 
related to the property, It 
does not include mortgage 
interest and amortization 
or depreciation. 


Rectangular (Government) 
Survey 
(See Illustration) 
A system established in 
1785 by the federal govern- 
ment, providing for survey- 
ing and describing land by 
reference to principal merid- 
ians and base lines. 


Regression Analysis 
(See: Multiple Regression 
Analysis) 


Rehabilitation 
1. Restoration of utility 
and appeal in deteriorat- 
ing properties and pub- 


Saltbox Colonial 
Colonial American Style 


mate to when the improve- 
ments will cease to contribute 
any value to the property. 


Remodeling 
Changing the plan, form or 
style of a structure to cor- 
rect functional deficiencies 
or satisfy the special needs 
of the owner or tenant. 


Renovation 
Substantially improving a 
property through rehabilt- 
tation, modernization and 
remodeling, 


Replacement Cost 

The cost of erecting a 
building to take the place 
of or serve the functions 
of a previous structure. 
Replacement cost often 
sets the upper limit on 
value; it is often used for 
insurance purposes, 
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Reproduction Cost 
The normal cost of exact 
duplication of a prop- 
erty as of a certain date. 
Reproduction cost dif- 
fers from replacement 
cost in that replacement 
requires the same func- 
tional utility for a prop- 
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tion is an exact duplicate, 
using the same materials 
and craftsmanship. 


Reserves 
1. Money set aside from 
earnings. to pay for future 
taxes, unusual mainte- 
nance, future claims or pos- 
sible liabilities related to the 
ownership of a property. 


2. Often the money is not 
actually set aside, but is 
a bookkeeping entry that 
allows the money to be an 
expense before the antici- 
pated event occurs, 


Restricted Use Appraisal 

Report 
A special type of appraisal 
report, prohibited by the 
USPAP, for use by any- 
one other than the client. 
It is most commonly used 
by lenders for portfolio 
revaluation. 


Retrospective Date 

The effective date of valu- 
ation that is a date before 
the date of the Iast inspec- 
tion of the property by the 
appraiser. It is commonly 
used for estate valuations 
and tax appeals. 


Rights of Ownership 
The bundle of public and 
private rights which together 
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make up the bundle of 
rights of property owner- 
ship. Ownership of all the 
private rights is called fee 
simple ownership. 


Riparian Rights 
Rights pertaining to the 
use of water on, under or 
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most states, riparian rights 
provide that property own- 
ers cannot alter the flow of 
water to their downstream 


neighbors. 


Roof Sheathing 
A rigid material that pro- 
vides the support for roof 
loads aud a backing for 
the attachment of roofing 
materials. 


Romanesque 
19th Century American Style 
(See Illustration) 


Roman Tuscan Mode 
19th Century American Style 
(See Illustration) 


Sales Comparison 
Approach 
The process of estimating 
the value of a property by 
examining and comparing 
actual sales of comparahle 
properties. 


Saltbox Colonial | 
Colonial American Style 
(See Illustration) 


Scope of Work 
The amount and type of 
information researched 
and the analysis applied 
in an assignment. 


Secondary Data 
Data that is relied upon by 
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that appraiser that has been 
published and is available to 
the general public. 


Second Empire Style 
See: American Mansard 


Sections 
One square mile in the gov- 
ernment survey, contain- 
ing 640 acres. There are 
36 sections in a six-mile- 
square township. 


Self-Contained Appraisal 

Report 
An appraisal report that 
fullp describes the data 
and analysis used in the 
assignment, All the appro- 
priate information is con- 
tained within the report 
and not referenced to the 
appraisers files. 


Septic System 
A sewage system consisting 
of a septic tank, distribu- 
tion box and leaching field, 
used in areas where sewers 
have not been installed or 
hooked up. 


Sequence of Adjustments 
The order in which quantita- 
tive adjustments are applied 
to the sales prices of compa- 
rable properties in the sales 
comparison approach of the 
valuation process, deter- 
mined by the market and 
analysis of the data. 


Shake 
À hand-split shingle used 
as roofing or siding. 


Shallow Well 
A well that is used to sup- 
ply water to a property that 
is dug only as deep as is 
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Shingle Style 
19th Century American Style 


Early 20th Century American 
Style 


A Firm Subbase of Crushed Rock 
B Continuous Reinforcement Rods 
C Anchor Bolt 


Slab-on-Ground 
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necessary to supply an 
adequate supply of water 
and not deep enough to 
supply the pressure nec- 
essary to deliver the water 
from the well without the 
aid of a pump. 


Sheathing 
A wall board or plywood 
covering placed over the 
exterior studs or rafters of 
a house, often over insu- 
lation materials. 


Shingle Style 
19th Century American Style 
(See Illustration) 


Short Lived Items 
Those portions of a struc- 
ture that have a shorter 
expected economic life 
than the rest of the 
structure. 


Shotgun Early 20th Century 
American Style 
(See Illustration) 


Site 
A patcel of land that 
is improved with grad- 
ing, utilities, driveways 
and utility hookups and 
is suitable for building 
purposes. 


Site Improvements 

Those specific improve- 
ments to raw land that 
turn raw land into a build- 
ing site, such as grading, 
drainage, installation of 
utility connections, access 
roads, etc. 


Slab-on-Ground 
A type of basement-less 
foundation made by pour- 
ing concrete directly onto 
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e 
M 


ROPES ict, 


an area of prepared ground 
surface on top of the 
footings. 


SMSA 
(See: Standard Metropolitan 
Statistical Area) 


Solar House Post World War II 
Ada Ry AU 


(See Illustration) 


Stick Style 
(See: Carpenter Gothic) 


Southern Colonial 
Colonial American Style 
(See Illustration) 


Spanish Villa 
Latin Style 
(See Illustration) 


Special Amenities 

Special features or bene- 
fits such as a tennis court 
which materially increases 
enjoyment of a property, 
including good design, 
superior view, etc., that 
may not add value equal or 
greater than their cost. 


Special Purpose Use 
Uses that are appropriate 
for one user or for a very 


limited number of users. 


Specific Data 
Data which 
details about the sub- 
ject property, comparable 
sales and rental properties, 
and relevant local market 
characteristics. 


includes 


Specific Date 
Every appraisal must be as 
of a specific date which is 
defined by the 2006 USPAP 
as a specific day. 


Solar House 
Post World War II American 
Style 


Southern Colonial 
Colonial American Style 


Spanish Villa 
Latin Style 
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Specificity 

The state of being explicitly 
set forth; definite. Relating 
to, cbaracterizing, or dis- 
ünguishing special, dis- 
tinctive, or unique quali- 
ties and attributes. 


Sprayed On Insulation 
ally iu a liquid form that is 
applied to the property by 
spraying over the surface 
to be insulated. 


Square Foot Method 

A method used in the cost 
approack to determine 
the replacement or repro- 
duction cost of the sub- 
ject property. The known 
cost per square foot of a 

‘recently built comparable 
structure is multiplied by 
the number of square feet 
in the subject property to 
determine the cost of the 
subject property. 


Stair Riser 
The part of a stair that is 
the vertical board between 
the stair threads. 


Standard Metropolitan 

Statistical Area (SMSA) 
Areas established by the 
U.S. Census Bureau that 
consisted of each city in 
the United States that 
together with its suburbs 
that had a population of 
50,000 or more when they 
were established. 


Stick Style or 

Carpenter Gothic 

19th Century American Style 
(See Illustration) 
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Subdivision Regulations 
Requirements imposed on 
developers and sub-divid- 
ers that control the types 
and quality of basic ser- 
vices available to home- 
owners in the neighbor- 
hood and have a strong 
affect on the value of exist- 
ing structures. 


Subject Property 


The property being 
appraised. It must be 
identified in such a way 
as there can be no confu- 
sion as to what is being 
appraised. 


Subsoil 


The layer immediately below 
the top soil. The quality of 
this layer affects the abil- 
ity of the site to support 
the intended structures. 
If itis rock it may have to 
be removed. If it is too soft 
it may be necessary to dig 
deep to find soil capable of 
bearing the weight of the 
structure. 


Subsurface Rights 


Ownership rights in a par- 
cel of real estate to the 
water, minerals, gas, oil, 


etc. that lie beneath the 


surface of the property. 


Subterranean Termite 


An insect that lives in the 
moist earth and invades 
above ground wood which 
they consume as food. 
They are found in most 
areas of the United States. 
When uncontrolled they 
can do substantial dam- 
age to a building. 


Summary Appraisal Report 


Swiss Chale 
Swiss Style 


t 
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One of the three kinds of 
reports that are permitted 
by the USPAP. Most form 
appraisals are summary 
appraisal reports. In gen- 
eral they summarize the 
information analyzed, the 
appraisal methods and 
techniques employed, and 
the reasoning that sup- 
ports the analyses, opin- 
ions and conclusions. 


Superadequacy 


Those improvements that 
are made to a property 
that add less value than 
their cost because they are 
an over improvement to 
the property in the exist- 
ing market. i 


Surface Soil 


Also known as top soil, The 
first layer of soil that often 
has the ability to support 
lawns and other vegeta- 
tion. When it is removed 
as part of the consiruc- 
tion process it should be 
stored and replaced when 
the project is completed. 


Surface Water 


Water from any source 
that appears in a diffused 
state with no permanent, 
continuous source of sup- 
ply nor any regular course 
or channel to flow along. 


Surplus Land 


Land that is not needed 
to support the existing 
improvements. Typically 
it cannot be separated and 


sold off. 


Survey 


The process by which a 
parcel of land is measured 
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and its area ascertained; 
also, the blueprint showing 
the measurements, bound- 
aries and area. A survey is 
nceded to determine exact 
boundaries and any ease- 
ments or encroachments. 


Swale 
Non ctt: io oT fe 
Mores DE 
the collection and disposal of 
excess surface water, 


Swiss Chalet 
Swiss Style 
(See Illustration) 


Technical Writing 
A style of written commu- 
nication whose primary 
aim is to convey a particu- 
lar piece of information to 
a particular audience for a 
specialized purpose. 


The Appraisal Foundation 
(See: Appraisal Foundation) 


Theory of Consistent Use 
An appraisal theory that 
states that a property near- 
ing transition to a new use 
cannot be valued on the 
basis of one use for the 
land and another for the 
improvements. 


Timeshare Ownership 
A form of ownership inter- 
est that may include an 
estate interest in property 
and which allows use of the 
property for a fixed or vari- 
able time period. 


Title & Record Data 
Evidence that the owner 
of land is in lawful posses- 
sion thereof; evidence of 


Tudor Style 
English Style 
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ownership. Often clarified 
or qualified by an adjec- 
tive such as absolute, good, 
clear, marketable, defective 
or legal, 


4 Town House or 


Brownstone or 


= Brick Row House or 


19th Century American Style 
(See: Brownstone Style) 


Township Lines 
Lines that divide town- 
ships at their northern and 
southern boarders. 


Townships 
A  six-mile-square tract 
delineated by government 
survey. 


Topographical Study 
A study of a piece of land that 
provides information about 
its contour, grading, natural 
drainage, soil condition, view 
and general usefulness. 

Tudor Style 

English Style 
(See Illustration) 


Uniform Residential 

Appraisal Report (URAR) 
A widely recognized and 
accepted appraisal report 
form designed to report an 
appraisal of a one-unit prop- 
erty or a one-unit prop- 
erty with an accessory unit 
(including a unit in a planned 
unit development) based 
on an interior and exterior 
inspection. It is approved by 
Fannie Mae, Freddie Mac, 
FHA and others. It is Faunie 
Mae Form 1004 and Freddie 
Mac Form 70, 
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Uniform Standards of 

Professional Appraisal 

Practice (USPAP) 
Asetofprofessional appraisal 
standards established by 
the Appraisal Standards 
Board of The Appraisal 
Foundation, The standards 
address the development 
and reportage requirements 
for appraisals and analyses, 
as well as issues of ethics 
and practice. 


Unit in Place Method 
An appraisal method of 
estimating construction 
costs by estimating the 
cost of each component 


section, including all mate- 
rials, labor costs and over- 
head and adding the figures 
together for an estimated 
cost of the improvements. 


Unit of Comparison 

An appraisal technique 
that divides properties into 
units, such as front feet, 
square feet, dwelling units, 
number of beds, acres, etc. 
A value is estimated for 
each unit of comparison, 
and the value of any simi- 
lar properties in the market 
is estimated by multiplying 
the number of units by the 
estimated unit price. 


Urban Renewal 

A controlled method of 
redeveloping and reha- 
bilitating urban areas by 
demolishing, renovating or 
repairing existing structure 
and infrastructures using, 
federal, state, local and pri- 
vate funds usually accord- 
ing to an established plan. 
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Vacancy and Collection 
Allowance 


In a reconstructed operating 
statement, used as part of the 
income approach in the valu- 
ation process, it is an amount 
subtracted from the potential 
income of the property to reflect 
rent that will be uncollected 
because of unrented space or 
uncollected rent. 


Vacant Land 


Property in. an undeveloped 
area with few, ifany, surround- 
ing improvements, In appraisal 
terminology itis called land as 
opposed to site, which is land 
plus improvements that make it 
ready for use, including streets, 
sewer systems and 

utility connections. 


Valuation Analysis 


Estimated worth or price; also, 
valuing by appraisal Valuation 
is the process of estimating 
the worth of an object. 


Value 


The worth of all the rights aris- 
ing from ownership; the quan- 
üty of one thing that will be 
given in exchange for another. 
Price is the historic amount that 
was paid; value ís an estimate 


of what it is worth. Often value 


is qualified as to a specific type: 
market, user, assessed, insur- 
able, speculative and so on. 


Value Estimate 


The value estimated by an 
appraiser and reported in an 
appraisal report of a defined 
value. (See: Opinion of Value) 


Value-In-Use 


The particular (usually addi- 
tional) value which an asset 
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for a specific owner, due pri- 
marily to a unique use or as a 
function of its location in com- 
bination with a use, which is 
uot a part of the real property 
or personal property and may 
not prove to be transferable as 
part of a future sale. 


almatinn Praresa 
A systematic procedure an 
appraiser follows to provide 
answers to a clients question 
about real property value. 


erification 
The process used by apprais- 


ers to confirm the validity of 


data about comparable proper- 


Glacceww 


A AP UPPER E g 


Western Row House or 
Western Town House 


ties used in the sales compari- — B if ii i 


son approach. 


allboard Insulation 

One of the five primary cate- 
gories of insulation. A wall- 
board that in addition to hav- 
ing structural. strength also 
provides insulation. 


etland 

1. Land periodically covered by 
water, such as salt marshes, 
bogs, wet meadows, mud flats 
and ponds subject to environ- 
mental legislation. 


2. Land containing high quan- 
tities of soil moisture where the 
water table is at or near the sur- 
face for most of the year. 


etland Controls 
Environmental regulations 
that control the use of 
wetlands. 


Winder 

Treads that are part of a curved 
stair case that are cut with one 
end wider than the other so that 
they make the curve in the stair 


Case. 


Western Stick Style 
19th Century American Style 
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Window Dressing 
Án appraiser's term for 
unnecessary (merely dec- 
orative) figures, charts 
and displays. 


Work Triangle 

A triangle drawn on a 
plan by kitchen design- 
čb 10 tai Dc GcSABXA Ok à 
kitchen, The points of the 
triangle are the fronts of 
the range, sink and refrig- 
erator. The total length 
of the side of the trian- 
gle should not exceed 22 
ft. and traffic that flows 
through the kitchen 
should not go through the 
triangle. 


Western Row House or 

Western Town House 

18th Century American Style 
(See: Illustration) 


Western Stick Style 
19th Century American Style 
(See: Illustration) 


Williamsburg Georgian or 
Early Georgian Style 


Zoning Regulations 
Law restricting, regulating 
and controlling the use of 
real estate for the general 
welfare , usually under 
the jurisdiction of a zon- 
ing board or commission. 


Zygocephalum 
A real estate term for any 
inaccurate measurement 
of land. Historically, it 
was the amount of land a 
yoke of oxen could plow in 
a single day. 


Case Study Solutions 
Single Family House 


How to Fill Out a Residential 
Appraisal Report 


by Henry S. Harrison, MAI, SRPA, ASA, CSA, DREI 
315 Whitney Avenue, New Haven, Connecticut 06511 


Residential Report Writing & Case Studies Case Study Solution 
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About forty years ago, the late Dr. George Bloom and I developed a case study to be 
used in our seminar in training appraisers how to fill out the Single Family Residential 
Appraisal Report. 


Since then, many thousands of appraisers have attended the seminars given by 
George and myself using some version of this case study. We have again used this case 
study, updating the information to reflect current value. 


On the following pages is the latest version. It is important to remember that there 
is no one "correct solution" to any appraisal problem. Equally well qualified appraisers 
using the same data will typically produce different acceptable solutions to the same 
problem. 


This case study contains information about a subject property to be appraised, the 
community. neighborhood. and site. There is a location map showing the location 
of the subject and the comparable sales. Also included is a complete description of 
information needed to do a Cost Approach, such as site values, reproduction costs of 
houses like the subject, and estimates of depreciation. Finally, there is information 
about three comparable sales. 


Throughout the case study data there is sufficient information to complete each of 
the six case studies in Chapter #5 plus the whole URAR form. We highly recommend 
that in addition to completing the six case studies that the students complete to whole 
URAR. 
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Suggested Solution: Subject & Contract 


! Uniform Residential Appraisal Report 
nal eakal repet [s Lo aree the larntenielicet aet sr accurste, and adequeley sxpperied, üpinian of de mark vati of Hur satasel nmaerty, 
120 Cedar Rd. ; ) ily Lake View Sue TT, Zee 60611 

Camy Lake County _ 


LiPuh — und Ci ver year (Ciper monik 


A ae nee A ste tert a A ———— rr 


JSR 
ce io ihe secre dala of thisappeaiea? Bel Ves EIND 


No special financing or other sales concessions reported. 


LE Coritocl Pice $183, 750 Dale ol Conta 2/29/200. Lis the properly solie fte owner ol publicrecosd? Palos | 
à a Hines any Gimet assistance (ean charges, scie concessiuns, o or hna yimentassiétance, alo. lo be pad by ay party on belit of the borwer? Ll ves BH No 
Sl Yes, repari tha fatal dolor ampunt and describe he llors ioa paid None 


Note: The above information is also the suggested solution to Chapter +5 Case 
Study #1 (page 5-8). 
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Suggested Solution: Neighborhood & Site 


ET hisarhond Characters Ügd-linlt Hoi Trends ; Due-Unit Housing Pigeni Land Usa ty 


"ah Pra [a TON Bü cust & PU Ta Solan non AGE ¿al licin ef fe 
LAS E Ri med BSS it E weg Bab MISC Xo Lex HERR 
2 mmm .$.5 E 


E £ Sup uo E S] Over FRE UN "E under 0% | humndsap 1] Shorlage fin Balma : | 
E E Linen FESS SE Markstrg Tina Bi te Lis sue. Contr lU lew AU lira. 9 $ 


250 High &O  [Sommercaj 13 9 
.1190, Pias jte eee below 4 


Gac: 


A Asking prime Loma a Tna m ws. ind other aree ara vot commos. 
meras 100' x 115 Wes 11,500 sq. ft Mie rectangle —— Ve average — 
p OMM. rcr CONNU e Ium rem, Josnibsedpünd ay. ingle family only — —— family oni 
Zang Comme | à y Grandlaliensd ihe [Rotorning [ CCT PRI leal idesctiher M 
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Suggested Solution: Improvements 


Poi SEED MEN : Extesior Dederiptión ^ materislsconditon Interior. mataríaksicondition 


Type sc Tar. ET (eremum N/ £3 dns : f cm 
lh Foar. er TU 


[.] Other aS GAS 
pet [E Denirat Air DoniiSioning 
E 


Y berba atu ay irebalino needed regia, il ara dit ein] There are no significant xepsirs 
M known to be needed now, There is a general lack of storage apace. No eating arma in hikohen. 
The markek recognises: thesa a deficiencies. Nearby vediroad and industrial arsa estimakbed t» 

| Gange 5% external obsolescence “(continued i in the additional comments and addenda). 


eih sical delicicucsas or adverse ccndiliuns {hal aeri the vahi soundaese, or Sugars integrity ol he propedy? 1]? yes AA I Yes describe — 
Based on my careful inepsstien o£ the interior and exterior of the S pra ra Y found | 
no evidence of apparent raical delloienaies or sdverse conditions that affect the 


Freeke Mec Fonn 70 Migch 2098 geia x Fanse klar Paa 1004. Merch 2006 


Residential Report Writing & Case Studies Case Study Solution Page 7- 5 


Suggested Solution: Sales Comparison Approach 


| Uniform Residential Appraisal Report Filet 


: There i ase JU comperonle ptopenes arjen oer Sor sale ittis iar subjes regiis ranging in peice Som $ 150,006 
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Groen Aii. 


Note: The above information is the suggested solution to Chapter #5 Case Study #6 
(page 5-62). 
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Suggested Solution: Sales Comparison Approach 


| beg} dist [3 viel net researsh tha sale oc Hnsfer Hielo et the subjest propedy end compuzabls sales. H nol, epi. 
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Suggested Solution: Reconciliation 


indicated Value by: Safes Comparison Ap 


— 


| Buso indicated by the sales comparison approach was well supported by the cost approach and income approach. Considering] 


Predios Sao Finas Ti. Fdo 2086 Pago tos Fortis Mao omi HIS March 2006 


ARRIERE 
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Suggested Solution: Additional Comments 


Uniform Residential Appraisal Report 


SUBJECT: Information about the pending sale vías obtained from the Lender and verified by The Seller Mae B. Seller, A copy of 
the rabited sales contract | ig included as part of ihe c addenda. - 


NEIGHBORHOOD: In this 1 peiahboond, d ¡bene s ile disci relalionshig between the ane of houses s ed jd thelr values, Older 
homes that have been modemized sell it. 

The house being appraised ta the pica TT E bue coke it conforms sufficiently in size and value with the 
older homes in the neighborhood. therefore, it does not suffer any additional functional obsplescence, : 
This house is within waking distanoz of grammar and high schools. There is good public transportation available near the 
subject y propery, meuding eguen ks iain: servis lo Center sete Hee However his has ittie sifect on the value of the he Ee — 


E em 8g ighberhoo 
ES effect n maga in rarketabity of ihe house, Al the co ni tha he rating grid are ies oo i d The publi schoalg 
: j els are typical for Ibis type of neighborhood. 
E is on ifie north side of the Wrick ville nei bborheod-near the raload siation and industrial prea-ondi is 
Hd effected negalival 5 them. 


s Dose] is in average : pondilion tor a home af iis age in this neiahborhood, Hs actual age is 40 years, and the effective ane ls 


CTETUR ites ar other infestation vever, he e of fig age and the prevalence of termes is area, 2 
termite inspection Es i recommended 

numb 4 pi of ma ny houses in this neighborhood. the foyer has been excluded from 
4 éd with a "P^ Thelr value is excluded from the appraised value,” 
caña Comments dre continued in the Ed attached to this appraisal 


Residential Report Writing & Case Studies Case Study Solution Page 7-9 


Suggested Solution: Cost Approach 


BaN APPROACH m DR [net regaled hy Fannie Mar) 


iii | 


OPINION GF SITE VALUE. BE e. va 
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Note: The above information is also the suggested solution to Chapter 45 Case Study 
#5 (page 5-76). 
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Suggested Solution: Income Approach 


INCOME APPROACH TO VALUE (nol résuire by Fannie Mao) 
[122 =$ 


nchedi A spon Vor m] p 


Ire 


Note: The above information is the suggested solution to Chapter #5 Case Study #6 
(page 5-77). 
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Suggested Solution: PUD Information 


Prot tha foliosing infarmadion fr PUDs ONLY if Ps davalo 
if pium iehki Annaa Cati in fe^ 
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Suggested Solution: URAR Page 4 


_ Uniform Residential Appraisal Report 


This raped form, la designed to seport an appralsal of a oneni property ora ene-untt property with an aceessory uri; 
leading a unitin a planned unit developrsea¿PUD), This vapor form ls not designed ti report an appraisal of à 
rana cores home ora salt la a condomindans ar onoperstive prajeel 


This apprsteal report ds subject tothe fallowag scope al work, intended ase, intended usar, definition of market value, 
sisteisatof assumptions and limiting sondige end verlitications, Modifications, seditions, cr deletions to ihe intended 
use, nemde user, definition of market value, op assumpbons and gig conditions are mot permitíed, The appraiser may 
sepand ihe soupe of work io Inside any sdldifonel research ot analysis neosssory based on the compiealty of This appralsal 
assist. Meditisallons or detetduns to ihe cenificallona ans also not perriitiad. However, additonal essriíficallons thal de 
potconeiiiute materia! alterations lo this apiraisal report, such as those required 67 law or those redaled to the appraiser's 
coming education or membership in an aopraisal organization, sre permitted, 


SOOPE OF WORK: The scope of york for this appesiss i detined by tha complesity of thia appesteelsssjanmentand the 
reporting requirements of this appraisal zepari form, including the following definition of market value, statement 

| essumplicne and timing conditions, and cenifingtions, The appraiser must, sta minima (1) perfonn a complete visuak 

| fee pection oF Re iriverior and extecoy areas of the subisct piopatty, (C2) inspeet ibe aelgeborood, c3) Inspect each of ihe 

D comparsbla sales from at lessi tius skeaf, 0T) reesarch, verify, and analyze data from reliable public and/or private soutea, 
and (9) cepod hia or har analysis, oplaions, and conclusions in this appraisal repart. 


IRTENDED USE: The intended use of this appraisal report & for the lerderiolient In evaluate the property thal de the 
subject of this appraisal far a morgage finance iranmaction. 


INTENDED USER: The intended ucer of fhis appraisal report is ihe londarfcient 


DEFINITION OF MARKET VALUE: ‘The mos probable prios whieh a property should bring in s competilve andien 
market under alí aondiens requisite lo a fait salu, ihe Buyer and seller, each sping prudenty, wnowledipeably and assuring 
the price ls not gtiected by undue silmales malici in this definition ls the consummation of a sale as of a specified date ana 
passing of Tito from seller lo buyer dndér candiions vimreby: (1) buyer and seller ara typleally malestar; (2) both 
partes are eit Informed or wall advicos, and each acing ii what he or she considers his oe her own best interact; (3) à 
reasonable limo ls allowed for exposure In the open markat (4) payment li meds de faros of exe in E). 5. dilate or [n team. 
ai financial arrangements comparable thereto; and (5) the price espresents the normal consideration for the property sold 
unaliected by spacial or creative financing of Sales concessions" granted by anyone associated with ihe salé. 


‘Adustments tp ihe comparables must he mude for special or creative Tinancing ar sales concessions. No adjustments are 
aceksary far hove costs whioh ane noxmatiy paki oy sellers as a result af taditien er law fn a market ansa; these westy are 
readily identifiable since the seller pays these eosta in virtually all sales frenzacfians, Special cr creative financing 
adjustments can be mada to be comparable property ky comparisons fo financing terms offered by a third pasty insifutional 
lender that Is not already involved in the property or fransaction. Ary adjustment should nal be catculated on a mechanical: 
dollar for dollar casta the Hrancimig or soneession bul the collar amount of any adjustment should approximate the markets 
reaction ip the Sinsmnbing or concessions based o» ihe appraisers judgment, 


| STATEMENT OF ASSUMPTIONS AND LIMITING CONDITIONS: Tie appesisor's certification is this report ls 
subjecto tha follow assuimpillons and filling ecndltions? 


3. The appraiser will noi be responsible for malíera of miega natare that affect eihar the properly belng appraised or the Hile 
to it, except for inderyabion shat he or she became aware: of during the research Involved in perferming this appraisal. The 
appraiser agsumes that the fille fs quod and marketable and will not nander any opinions about he tite, 


E The appraiser has provided a sketch in ibis appralsabreportía shay the approximate dimensions of lhe haproremente, 
Bd oat ls included only kassist Ihe reader ia visualizing the property and umderrianding the appraisers determination 
Le) » : 


& The appraiser has exandned the avallable load maps that are provided by the Federal Emargeney Management Ageng 
tor other data souronst and has. noled in this appraisal report whether any porion of ihe. subject sits is located in art 
identified Special Flood Hazard Ares. Hecause the appraiser i not à surveyor, ba orshe makes na guananbees, expres ar 
implied. regarding this delenminadion, 


4, The appraiser will nod give testimony or appear in cowt hecause be or she made an aapraised-ef tie property in question, 
mess soecific &mangeements té de so have been dide beloreliand, or es otherwise menired by Faw, 


5. The aaptaiser has noted In this appraisal report any adverse conditions (auch as nieeded zepajes, dkterioraion, Gv 
presence of hazardous wastes, bxi substances, ele.) Gbsansad duriag the inspection af the subject properly or that fie or - 
sha kacane sere of during ihe cseareh invetved le perlorming this aporalsal. Unless olfieredse stated da this appraisal 
repori, ihe. appealser has no knowledge of any hidden or unspparent physical deficiencias or adverse condiions ofthe 
property sich as, bur nat lived to, nesdad repalis, detaloration, ihe presence of hazardous wastes, voie sobstancas, 
adyares environmental conditions, ete.) that wauki make the proterly jess valuabla, and has assumed thal hars are nio sach 
gondition and makes no guarsmises or wananties, axpress. or ripen. The aporaiser will not be risponsibla for any such 
conditions thal de exist or for any anginearing or fasting that might ba required ta discover whether such conditions exist. 
Berause ihe sporaiser is nof an experi in ihe field of enviranmental hazards, this appraisal report must nal be considerad as 
ad pevitoninental aasessmant of tha property. 


$, The appraser has based his ar her appralsal repprt and valuaiion conclugion for an appraisal tatis sublet to satafectory 
completion, paks, or alterations on the aseurnptlon hat the completion, repairs, or alterations af the subject property «iit 
be perfotneed in a professional manner. 


Prada Shr Form IO Hauh2008 Resueltos Fuen SEHE March 05 
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Hes 


ien e Uniform Residential Appraisal Report 

| APPRAIBER'S CERTIFICATION: The Appisiser certifies and agrees (hat: 

| | 1. [have af e minimum, developed ang repcried this appraisal in accordance with the scope of wak requirements stated in 
E 


tilm. aa rotho E sr conca 
318 Opp dedo Pepsi 


2. | petfarmed a complete visual Inspection of the intsror and exterior areas of the subject propedy | nesarted the condition 
ofthe improvements in faster, sen tenre. Haentülied and reported the physical deficiencias fist could affect the 
livability, soundness ac siructutal inlegrity of the property. 


3. 1 parfotrned tds aporsisal da accordance with ie asquiaements of the Unto: Slandards of Prefessiunat Appraisal 
Praciies tht were adopted and premusgated by the Appratánt Siandutds Ebard of TRe Appraisal Foundation and that veste itt 
place at dan ys Hio appraisal repond wes popari, 

4, | developed my opinion oT fite market vales al lhe read property hatis the subject of ilis report based an the sales 
compsrism sppresech to value, 1 save adeguate comparable market dala do develop a retable sales compariscny apra. 


jor thig-aparaital acsignman. Efurthar certify that Feonsidazed (hs cost and come appeosehes fo value but alid aot dawon 
them, urvess otherwise Indiesied s this report. 


5. Lressarched, verified, analyzed, and reputed on any current agreenant for sala for the audject proparty, any atfering far 
sale of the subject property inthe hvelve montha price fo the effective date of tts appraisal, and the prior ssles of the subject 
prone ty for a minimam of three years prior to the effecthos date of this appraisal, unless othanivss indicated In this export. 


A. Erageacchest, varita, avalyzed, aed reparti on the priae valas ef he cariparatls sales for a minimenvof one year prior 
to ihe dale of sale of the comparable sabs unless otherwise indicated In tus repart. 


n ————— rr iva, pu Tn es al to Me pnl preparo 


3, [have not used conprabla salas that ware the result af comming a (ard sale wilh the contact purchase prios of a home rol 
Pas beer but of will De BUR on fs fand. 


9. have reporter aefustmente la the comparable sates thatrefieatthe market's reaction 4o the diferenbes between the subject 
property acci the comparatis sales. 


16 veritit Sa disidanasfe esince, af Information in this report Era was previdad by parties who have a tanel interest ie 
ie sabe or inanelng of the subject prápeny 


14, fhang Rnowdedge end experlenat In appraising tia type of properly In hls enarket area. 


12. Lan aeewe of and have access to, be nacaesary and appropliale pubic and private dita sources, seach as mulliphs Rating 
SUNICES, d ayan! recorda, pubie late) sacaras and ciñe such date sources for ihe ares In which re property fs kale. 


13, | altalned the intarmation, estimates, and opinions funished by other partlas and expressed Ire this asppralisd] apor fram 
reliable sources that | believe to be rue and correct; 


14, Thave Taken infa consideration the faros thal have sn impact on valve with respect ta the subject aeighborhend, subject 
property, and the proxireüy ef the subject property lo adverse Influences in the development af my opinion of market value. Y 
hiver nated in ile azgratear papest ary adverse cergitions such es, trud not anien lo, neces repairs, dateriorebon, Ih 
presanou-ot hazardous vastus, foie substances, adverse environmental conditions, ata) cbearved during the inspenilan ef the 
sublect property oc that f besame aware of during the research Involved in performing this appraisal, | have considered these 
adverse condition: in my analysis. of ihe property value, and have espartes en the effect of ihe conditions on the valve and 
marostapil oF ter Subject property, 


15. | have ne knavdngiywlibhelt any aigniteantintormation fom this appraisal rpad and, lo Use bast of my knosdedge, al 
statements and leferauatien it this appraisal report are trus and corset. 


18, | stated: [n this appraisal renori nyy own personal, urbissed, and professional snslysis. opinions, and conalusiona, which 
are subject only fa ite assumptions end Brainy conditions in thie appraisal epo, 


17.3 have-no pressstor prospective interest in the property thatis the sekject of this report, and Ehava no present or 
prospective porsoral! nferest or blas villis respact lo the participants In the transaction, | did notbase, sihar partially or 
completely. my analysis azdir opinion ot roarket value In this appiralses rispart on (xe raca, colar, nekalon, sex, age, marital 
sistus, handicap faciet stalus, er national origi orele the prespectlve owners or aecupants al the subject pioparty er ofthe 
present owners or occupants of the properties inthe vicinity of tha subject property or on any aber basli prohisiied by taw: 


18. My eroployment and/or compensation for grerfemiíng: this appraisal or any future ar anticipated apprsinati was nat 
condillanad ve any agreement or nedersianding, welken or othetwles, that i vould cepur tor preserd analysis sparing? 
predetermined specific varus, à predetermined minimum vaus, à rage orditeston Y value, à value trat favors fhe tansa of 
any party, de 16% atlalnment ol a specific result br securrencs of a specific subsequent event (sumi as approval af a pending. 
mortgage losa applivation). 


19, | personally prepared alk conclusinns aad opinions about the real eshte that were vet forth ín this anorsisal report. IET 
refed on significant reat property appraisal assistance fiom ary lndivigual or individuals. in the performance of tis appraisal 
üt the preparation of tis appraisal Report, Taaa nared stah individealis} and disclosed the spsicilis tasks prfoegusd Ih thls 
appraisal report. i certify test any individual zo named Is qualified to perform tie tasks. | have not authorized anyone tb make 
& hange MET in this appraisal rego; Itereiore, any change mede fo thy appraisal s uneuthorkaed and Evell fake na 
responsi A 


2G. | iehsratfieet tre Sanciersdiont is this appraisal report who ls the individual, oaganizalion, o agent tar ibe organization that 
ordered and will receive this appraisal report. 


Fria Mau Foro TU Mb 2008 Fada he OUR IDA VARIOS 
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. Uniform Residential Ap pralsal Report Pilet 


: 21. The Héndedellant meg disclese sr distribera Bus sppratea report to: She bonmore: another leader stili peguesl of the 
haras the mergane or (ls gaccessore ard assigna moigai insurers; government sponsored enlerprisns; azar 
secondary market participants; data coflestion or reporting services: professional appraisal organizations; any daparintsti, 

j e nrinsinanentglity of the United Gistes; and any state, Me Distiotof Columbia, or other juriediptions; viithoud having ta 
abla the aspralears or supervisery appraiser's {if appllaable} consent. Such cament kiust ba oblaied before this appranal 
report may bediselesed er distiboted io any other parte aneiading, but net üriilted to, the public through advertising, pubis 
relations, news, tales, arc othes mesias). 


22, 1em arare that miano a distribsban of his eppralsal report. by me.or the tenderelleni may be subject de certain 
lead vequistion. Purify, Eam also subject to the provisians-ot the Unire Standands of Professional Appraisal Practios 
| iid patiain to disclosure cr distibutlan by wies. 


| 25, The bónowez, enalber lender at the requestof the bormswer, he morigagee or iis suceassoes und ssim, mortgada 
| dneurens, gavemsnent sponsored saterprises, and other secondary market particpanis may refy on this appraisal repart as part 
| afany mortgage firance bransadiion thet ieecdlves ang one ar more of ese partes. 


| gA F this appraisal resort was transmitted as an “slentronia ecard" containing m *elecironic signature, ss Ihoae terms are 
defit inapplicable federal anior slate lave Gescluding audio aad vifisc-ceotditips], ut a faceiiile franenviasion of this 
appraisal report containing a copy or representation of eny algnature, the appraisal repo: shall ba as edieciva, anfireable and 
valid at fa paper version of this appraisal repart were delivered containing rey original hand yattion signals, 


38. Any intentional or neghgent misrepresentation(s) contained in fis appraise report may resul in oii abti anior 
oinal penales incksding, but ned limited to, fine or imprisonment or both under the provisions of Tile 18, United Stabes 
Code, Section: 1001, ot seq. or similar state fes. 


| SUPERVISORY APPRAISERS CERTIFICATION: Tha Supenisory Sppraiser neitifies and agress that: 


3. 1 directly ss ised ihe appraiser for this appraisal nasignment, have read the appenisal zepari, and agree with tie appraiser's 
analysts, dpinions, stxsthents, contlasione, avd ha appraiser's certifications. 


2. V accept full responsibilty for tha contents of ts aporatsal report including, but rot limited da the sppraiser’s analysis, opinions, 
statements, condusions. ahd the appraiser's ourtificatent, 


3, The anproliser identfied in ihis scpraisal report ís-either a subiconiractor ct an xaployes of the superviessy appraiser for he 
appraisal line), Is.qualied t6 pertsren thls appraisal, amd [s acceptable to perform this appralsal under the appicablit state law. 


4, This appraisal report gompes with the Uniform Standards of Pralessionst Appraisal Fractios thet were adopted and 
pauat by eh Appraisal Standards Bass of The Appralsal Faaslation and that were.in placa al the fime this appralsal 
report was prepared, 


5. if this appraisal report was anamnes as an^eleciiealt record" aariak my "electrong Sanaa,” as those tentis anes 

defined in spplicable federal and/or state lave (excluding sudo and videa recording), or a facsimile fransmissian of this 

appinisal report containing a copy or representation of my signature, the appraisal repart shall bo as alfeaiive, sedorosahie and 
to valides fe paper version of this appraisal report wens. delivered containing my eniginal hend written signature. 
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| * Lond Eo a drop 12 FAC PEN PATA AUR PP E ES P gd ECL OPK P EI diets | | | 
| aT ee aur EN RRP OKT IS [Sate Rhee FE Ei ae EE ind i || | 
| SPEND LL ccc nadar eu qb - dades Cp e dia Ein. 
Mame, Henry Harxissm, Mame, EX n 
Company Nama E, A rr o A AA 
Company Address, * 3 . — Company Address "7 : 
Telephone Numba Seres — Tél phüne Number, S rrr re 
Email Address  * Email Address Sas a vM 
Date of Signature and Report, 5 % e — Date Signature —— ee 
Effective Date of Appraisal” State Certification # Senne aren 
State Certifica E AA oF Stale License # a E aa ee 
or State License # oe pe Gs Qu eet Hin TN 
or Other rdesoribe) ! Dae, E cnn Explain Date of Certification Gr LAO messis: 
State 
Expiration Date of Certification or License SUBJECT PROPERTY 
ADWYSESE NE BEROWERTY £RBRAJREN Bal Aidt nest ineneet srhierd nmnerv 
120 Cedar Road — Sees CI Dit inspect exterior of subject property fred steel 
a View X : NES Date of inspection 
APPRAISED VALUE OF SUBJECT PROPERTY $,185, 009. — [7] Did inspect interior and exterior of subject property 
LENDER/CLIENT Date af inspection, i , 5 
Name Check Loan Ofi 
Company Name „Bagy Money EPT ion. 2 " COMPARABLE GALES 
Company Address Center City. IL E] Did nes apret exterior of comparable sales Trom siet 
[7] Bid inspect exterior af comparable sales trom street 
Email Address, EMT Gomi. com /— : Date ot Inspection 
Fredik Mz Form TO Mon 2008 Rage bol 6 Fannie has Fee WEM. March 2208 
** This information is based on the Appraiser's and Supervisory Appraiser's (only if 


required) personal data. 
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Suggested Solution: Addenda - Additional Comments 


ADDITIONAL COMMENTS: 


The interior and equipment are typical of houses in this neighborhood. The appraised value 
includes only those items of equipment that are considered to be part of the real estate. The 
house is well maintained. No significant repairs are currently needed. 


SITE: 


The subject site is typical of the neighborhood. The were no observed environmental hazards on 
the site. There were typical utility easements for electricity, sewer and telephone which have 
no effect on the value. There were not apparent adverse easements, encroachments, special 
assessments, slide areas, etc. on the site or comparable properties that required adjustments. 


The subject property is near the railroad track and industrial area. 
COST APPROACH: 


This house is 40 years old. It does not need any modernization. The bathrooms, kitchen, 
mechanical equipment and other features of the house meet the current standards for houses 
of this age in this market. 


Included in the value ofthe site improvements are thie walks, driveways, fences, utility connections 
and landscaping. 


The house has a general lack of storage space. $5,000 of functional obsolescence was estimated 
for this deficiency. 


There is no eating area in the kitchen which is expected in this market. $5,000 of functional 
obsolescence was estimated for this deficiency. 


There is only a crawl space under the house in a market that prefers basements. $5,000 of 
functional obsolescence was estimated for this deficiency. 


The domestic solar hot water heater (which is less than a year old) cost $7,000. It adds only 
$5,000 in value, and therefore it suffers $2,000 functional obsolescence. 


The subject site is near the railroad tracks. 5% external obsolescence is estimated to be caused 
by being in close proximity to the railroad tracks and industrial buildings. 

Comparable Sales #1 and #2 are also near the railroad track and industrial buildings, therefore 
no adjustment is needed. Comparable Sales £3 is not effected by this external obsolescence 
therefore a minus $10,000 adjustment is made to reflect this difference between comparable sale 
43 and the subject property. 


SALES COMPARISON APPROACH: 


The comparable sales were verified and no personal property was included in their sale prices. 
All comparable sales are closed sales. 


In order to locate these comparable sales, we checked the appraisals we previously made in the 
area, the Local Data Center, MLS Service, and our own files. 


The comparable sales were verified by the sources shown in the report, and the appraiser was 
able to ascertain that there were no significant sales concessions, special financing, or other 
special considerations. 
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Suggested Solution: Addenda - Additional Comments (Cont'd) 


The dates of sale reported are the closing dates. Many comparable closed sales were considered in 
making this appraisal. The three closed sales displayed are considered to be the most comparable 
and the best indicators of value for the subject property. All three sales were considered and 
because their adjusted sale prices were very similar $183,000 was estimated as the value via the 


: 
sales compal ienn anmnrnaeh 


A Se en X AR a Cpe Bk ae 


INCOME APPROACH: 


In addition to the rental data know about the comparable sales there was also ood rental data and 
information about other houses that were rented when they were sold, that was available in this 
neighborhood to develop an Estimated Market Rent and Gross Rent Multiplier. 


COMPETENCY: 


The Appraiser and the Supervisory Appraiser, both signers of this report, believe that they are 
competent to make this appraisal based on their experience and educational background. 


ee o m ee 
Pu o ee Fete eee MIR A a r a WA 


100 feet by Gladville Ave., 115 feet by Cedar St,, 100 feet by LOBO and 115’ by LOBO. 
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Be Approved Standard Agreement Form EPEC: 


AGREEMENT 
[ul hia. Aur yemeni fo Els aid Vo xf anal prepezte is madri co 


x senteg Mae B. Zeller 
AMBERES 120 Cedar Road, Lake View, IL 
PO BEYER (ss WIIN. Buyer 
ADDRESS: 23 Oak Park Road, Oakville, IL 
PURCHASE PRICE | 183,75 750 
Puyable is fedis; 
Oy doit Hepat subuilins] berewith 
OH Aedui Dupont dar upon Seler’ + aereptima: 0,000 


5 
woh 1 

By Additional Eposi due dpon ratisisshon el financing comlngency — $ 21,750 
H 


$ 5,000 

š 

. Ry de E Pied Party Fi i 

rocetdis ol Thinl Party Finageiag 3 
o Me Poretda of Bailes Finereñap S SUM 

Balance sise at hosie. ES 

à YOTAL MENT EQUAL PURCIIAKE PRICE: š 


a HEAD. PROPERTY: 
3 piyer 120 Cedar Road 


Lake View, IL 
Ar didis uste Hyd wine Y 4 e Ms tes ook 
% PERSONSL PROPERTY IE ANY, TU BEINCLEDED: = vea. 


183,750 


$6. THIRD PARTY FINANCING CONTINGENCY Bm 
A Appii. $147,000 
bo Pound daros Raise: i So per stm Fa naf 
so fure Kec io Mo EAM 
JO Fee heut borre les . 30 . deks 
1 EE Ba, FA ad Od ote counglcted, mea ED us the Lover em les ate abi SHY pasde g part ol the Npp easag 
Aabranm n DE r 
liest Rote: DE ET 
RO Tena A EAE E NT 
X0 Terns Date. 
Bo SELLER te anpe BUYERS 
soda with apa 
R Ta ML aged aep imglesnd, Hon AP on the revere T eoanumatise y uds por] M alig Agttetonat $ 
kO FHYSCAL INSIEX HON CONTINGENCY: 
à  ishpecip priod alfet contract "T. MEET 
bo Seliaan posa elier inspection paths, CO dass 
EY Sa ead Sh ite cupo, im 81 on the peserur tile i kpionudieidy made a pit vl Vs Agreement 
* PIOSSA HATES O 200. , 
fest I tye} 
Up TULL SEARCH: Phe espese el Ibeesamipotun «b titi and Uyentivate of Dhte xEsH be she e sgert 
of the BUYER 
. FAR ADIUSTMEST; We both apine o prt seis the hades at the tate ob Sese [iie ehis there sk be Bleed 
agen “the anffedu] fred vesical 


IS UNLESS DELETED, THE FOLLOWING PARAGRAPHS ON THE REVERSE SIDE ARE MERERY MADE 
A BART OF THIS AGREEMENT: &, B, C, D E, E, A K, b, LN, OP = 


HOSTING BROKER: | Elagatutle Keni ZE STAT ho [o ieni Habia 
HE COOPERATING BRORER IF ASY . CPB Tte Pea Or TO IEEE 


D YIMETO ACCEPTI The SELLER shall baw EM T Tai days Colluaiag FA ET n ET 
ie sheept This A 


Pinte. 


23M 
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Suggested Solution: Photographs of Subject, Street & Comparables 


"^ PHOTOGRAPH AGDENDUM C O pHÓTÓDMAPH ADDENDUM A ©. 


the: photograph of the E coop X photograph. of ‘each 
front of the subject: ad comparable sale is now. 
should. alao include. one ba e 


Xequired by the FHIMO | 
‘aide of the. subject one bne FNMA ede Ve 


H property. 


| "Tha mnHedemeAnh mf fha -— ]| sunsecrencbenty 
rear of tha subject oes 7 ss 
shópid also inolude the 
side of the subject. 
property inot shown in 
the photograph of the . 
front of the subject 
property. 


ita suis s now. 
: required by tha. FHLMC 
and the FEMA, . ey a 


en. 


. A photograph of each ` 
“comparable sale is now j| ~ 
required by the SHING - E 
and the FNMA. UA PIE 


The photograph of the. 
‘street. should show the. 
subject property in the 
foreground. 


—— 
len den SHAAN ESE 


> nits E) aterm. Pua GR YEN ADE 
Tar mas ado Fals aid Wi ri 39 nd Ag Wesen $k NPAT 4 in da 1868) Joni 


ts pa 
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ETA TETAS 


z 
O 
ewr] 
O 
we 
o E 
D E 
= $ 
3 = 
E E 
tea = 
c 
9 E 
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O 5 " 
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sE 
Ke SE 
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D 
o) E 
CO E 5 
5 E E 
o = m 
s = 
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Dining Room 


s gee pri nen gingen ppm equip pl glo pepe YE tee pectet po dome 
ebbe de E 
4 t 
ae eee i s A E pe 
H E 
i 
1 H 
H 
i 
H 
£ 
] | d H 
* $ H 


Master Bath 


hapter #5 


C 


© 
— o4 
FUHR 
een 
es 
eet 
O 
7 wu 
ice 
Lc) 
Ad 


S 


The above information is also the sugge 


Note: 


-40). 
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TERRACE HO =el hb lel [EWEXERAAS 
| EVA S s i 
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3880 ST 
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* $900h ST 


* THOMAS ST] 4 | | ; 


i "S $ 
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TIAM 
m A 
Mur Po FLO B S » DN 
T | ; / G a ig y] a m e Em Us tona 
i EAU à) | DAI 4 BA pa raras z EH oe 
d "| bid x 1 - ient * NE rmm m m Troms AS LS Ef. | 
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Suggested Solution: Regional Map 
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Suggested Solution: Single Family Comparable Rent Schedule 


SINGLE FAMILY COMPARABLE RENT SCHEDULE 


This form ls intended la provide tha apnralser with a facolilas taravat ta estimate the market rent of ihe s raparty, Adjustments should bà mada only for 
items of sigallicant difference between the comparables and the subject property, Mas peered 


MNECOMANNRENC UAE COMPARABLE NO. 1 - COMPARABLE NO, 2 COMPARABLE NO, 
0 Cedar Road ¿0 Giaüvi 306 edar Road 210 Hoover Road 
ii m 2 blocks south — |. block west 7 blocks south 
Dale Lease Begins 
Gals Lease Explies Na Lange Ae Lease 
Mouthiy Rental i Sone Nob 1,600 1,800 
laoo $ er 


Data Source 
RENT | RENT ADJUSTMENTS | UST ale? — DESCRIPTION Herr. 


ya 
Above Grade 
ben vea! 
Gro 53 


evened 
(omer Solar Wis 


Na $01 = 
Net Ad) Cots FU e E] 


Ea aaa 


Comments on market data, Including the rings of rente for single family propsrilts, an estimate of vacancy rar single family rental properties, the 
of renta ang vacancy, ind support far ths above adj stes ient ancissiong should br adjusted tà Ey eh ni to the subject mo, 
Comparabie No.1: Location similar to ae no fireplace, no cred domestic hot water heating system. 


Comparable No.2: Location similar to subject, no solar domestic hot water heating systern, larger than the subject. 
Comparable No.3: Location better than the subject, slightly larger than the subject 


The size adjustment Is. $1.00 per square foot. 


"m Asconellalon of Market fent: : 


Equal wetyht as yiyen to all thzsa comparable rentals vhich ware good SODENI ož ths rental 
value of tha subjdct propexty. 


This data was supported by the seven other comparable rentals that were found in the neighborhood, 


1 (WE) ESTIMATE THE MONTHLY MARKET RENT OF THE SURIEGT AS OF 


false EE Review SURE seule Appraisante stynatura 
Appralser{s) SIGNATUR | a eoin 


NAME RavioW Anorsizerig Printed ox epid | 


paddle Maa Forn 1000 (va) a ut 
_ Form ani Woma” loo, 218 Whitney Ave, Now Havan Gi 06813 AD Aighe Raves 1 (BOU)Z424545 — Fiona foem 100%: e 
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Suggested Solution: Marketing Time Study 


$189,000 $165,000 131 
129 
$150,000 220 
| . 6 | $185,000 $170,000 
| 7  [$190000 .  |$180000 [135 
| 8 — [$160000 — .|$151000 [143 


3 1$186.000 Good Sale 


$165,000 $145,000 Not Used - Listed to high 
$189,000 
$146,500 
$160,000 95 
103 
$174,500 145 
$184,000 $181,250 40 
$163,000 $153,000 75 


$154,000 $152,000 [80 | Good Sale 
$169,000 $165,500 Good Sale | 


$185,000 $155,000 30 Not Used - Listed to high 
$199,000 185,999 Good Sále 


Average (Mean) Number of days to sell = 17768 total days + 19 sales = 93rd days 


Note: To be included in the average the house had to sell within 10% of its listing price. This is a per- 
centage of used to eliminate from the sample houses that had excessive marketing time because they 
were listed too high. 


Note: The above information is the suggested solution to Chapter 45 Case Study #2 (page 5-18). 
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Henry S. Harrison and Burton $. Lee's 


Real Estate Appraisal Textbooks 


Basic 


Harrison & Le pu oS 
A s E 3 | Harrison. 


Basic Appraisal i= | i Basic Appraisal l 
Principles fe ”. Procedures | 
c These2 books © - pos cd 

based on - provide 60 hours of M Eid ue 


2008 AQB APPROVED. 2008 


Appraisal Foundation A Eiraan 
Core Curriculum Courses for » Appraisal Foundation 


i z Core Carelculum 
r Appraisal Trainee E 
Henry S. Harrison. & Burton S. Lee § Education 


MAL ASA, MAS, DREI MAL MBA B E emy S Hanson & Burton S Les. 
3 MAGASIN ARAB RLS NA MHA C 


item #300884 $39.95 Item #300885 $39.95 
From the leading appraisal author and educator in the country, these two books provide the 
first 60 hours of education needed to become an Appraisal Trainee, based on the Appraisal 
Foundations 2008 Core Curriculum. Our AQB APPROVED 30-hour courses are now 


available to appraisal educators. We provide everything you need including complete class 
Instructor Manual, PowerPoint presentation, and exams with answer keys. 


Residential Appraisal 
Li Seri 


‘Residential Appraiser | 
Site Valuation & 


Cost Approach | 


UTUUDEOT ; 
2008 
Appraisal Foundation 

Copo Curoubun 


Henry & larson & Burton 8. Lon E: 
Maj AHA L'AS, DIE NAS NOR 


By Henry 5. Harrison and Burton S. Lee, 
: these four additional books provide everything 
da — ; — your students need to continue beyond the 
HR defer. E Harrison s pee Trainee level, and complete the full Residential 


Residential | 3 Residential Appraisal Licensing track as set forth by tbe 


| | Sales Comparison ME Report Writing C gore 
a & Income Approaches P & Case Studies | ele Discounts offered on orders of 


| - 4 5 or more copies of the same title. 
hused on E busad ui , 
A 2008 2008 ee Complete Instructor's materials 
| | Appraisal Foundation Appraisal Foundation provided including PowerPoint. 
: Core Curriculum Core Curriculum 
| u e Written to meet all the new 
Ln 2008 AQB requirements! 


enay 3c Harrbson- de Hasetait ti, bis E lace & H RET . 
MAE AGG. 1PAS, BREE MAL MUA E: DOE s+ TR 5 Sad Ded 


| Item #300888 $49.95 Item #300889 $49.95 . 
Forms & Worms » 7644 W. 78th Street * Minneapolis, MN 55439 
Ph: 1-800-243-4545 + Fax 1-800-275-1075 ° www.formsandworms.com 


Real Estate Valuation Magazine ONLINE... 


ui s most eS and ne melo E magazine! 


ve Wekome to Real Estate Valuation Magazine OnRas icone ta Real Estate Valuiti 
Please sign In below tc access our FREE magazine; [ pE Please sign fn below o access dur F 
; : EASE 


Real Estate Valuation Magazine ONLINE, is published 
by Henry S. Harrison, nationally-renowned appraisal author 
and educator. It is THE SOURCE you can trust for timely, 
informative articles for appraisers, appraisal trainees and 
home inspectors. This respected quarterly trade publication 
is posted online for 90 days, then archived for future access, 
Subscriptions are FREE of charge, with active links provided 
to advertisers and contributors. We provide industry exhibit 
information, up-to-the-minute reviews of government changes, 
and in-depth:analysis of new forms. Don’t miss out! 


Sign On today for your FREE subseription 
WWW.revmag.com 
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